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SUMMARY 


The recently published book Roover, The Medici Bank (The New York 
University Press, New York, 1948), offers the starting point for reexamination the 
vicissitudes the business activities the Medici, with special reference their 
banking concern, Prof. Armando Sapori, Professor Economic History the 
University Florence. The Medici Bank, already known the early XVth century and 
with branches Rome, Venice, Milan, Lyons, Bruges and London, reached its climax 
the death Cosimo the Elder (1464), declined under Lorenzo the Magnificent and 
fell with his son Piero (1494), thus completing its parabola within the period century. 
The illustrates the working the Bank the exchange and credit markets that 
period, its internal organisation strictly build round the family group, and avails 
himself the experience acquired the field mediaeval economic history for interest- 
ing comparisons with the leading the and IVth centuries (the 
Bardi and Peruzzi Florence, the Frescobaldi and the Ricciardi Lucca), the XVth 
(the Datini Prato) and the XVIth (the Affaitati Cremona), who shared 
the like fate rapid 


The declining trend the security quotations which, with some halts and brief 
recoveries, has continued since May 1947 and the difficulty under these conditions 
securing large subscriptions share issues, are much debated question business circles 
Italy. Prof. Luigi Federici deals with the matter his article Causes the Decline 
the Stock Exchange Italy». Availing himself the statistical material collected 
under his direction the Institute Studies the Stock Exchange the Com- 
mercial University Bocconi» Milan, the author examines the Exchange its 
two distinct aspects, that speculative market and investment market. emphasises 
feature the situation which the statistical analysis throws light and which may 
first seem paradoxical, i.e. that the downward trend seen more marked 
the case the shares generally preferred investments capital than that the 
shares speculative description. The enquiry into the causes this phenomenon leads 
the author reexamine, the one hand, the anti-inflation policy adopted the 
summer 1947, and the other the implications the large capital increases and 
the heavy taxation, and the special characteristics speculative activities the Italian 
Exchanges. 

The analyses the data confirm and strengthen the opinion which attributes the 
present situation Italian Exchanges directly the disparity between the demand and 
supply capital, the scarcity real savings. 


The main aspects Italian banking activity since 1947 are set forth the Survey 
Recent Banking Developments Italy: December 1947-September 1949» Prof. 
Pietranera and Dr. Zacchia. The first part the article deals with the trend 
alien funds, the factors affecting the growth deposits and current accounts and the 
present structure interest rates. 


the second part, the trend the principal assets the banking system 
studied; the relations between investments behalf the Government and credits 
clients; the distribution credits among the several branches economic activity; 
the effects the system reserve requirements introduced September 1947. The 
survey closes with reference the discussion between the advocates more aggressive 
policy credit expansion and the supporters cautious monetary policy. 


Sylos-Labini, who has recently had the opportunity following study course 
Harvard University, gives, his letter The Keynesians controversial style, his 
impressions the various and conflicting developments which the theories Keynes 
have led the United States, and assumes definitely critical position with regard 
the new economics 


Dr. Alessandro Schiavi his article People’s Dwelling Houses Italy» calls 
attention again the serious problem arising from the extreme deficiency housing 
for the under-privileged classes our country. After stressing the need more 
efficient action this field, illustrates the part that could played carrying out 
more extensive housing plans the existing Autonomous Provincial Institutes for 
Houses», and refers their experience organisers and administrators, 
which would fit them for wise management domestic and foreign capital. 


The Banca Nazionale del Lavoro assumes responsibility for opinions facts stated authors 
whose contributions are published the present Review. 


All communications regarding the Review should addressed Banca Nazionale del Lavoro, 
Ufficio Studi, Roma, Via Vittorio Veneto 119. 


Editor: Dott. Ufficio Studi, Banca Nazionale del Lavoro 


Autorizzazione Pref. di Roma N. 1287/A-428 decreto 533 del 19 aprile 1947 


Stabilimento Aristide Staderini Roma Via Crescenzio, 


The Medici Bank 


ARMANDO SAPORI 


The Medici Concern managed the Descendants Giovanni detto The 
Commercial and Industrial Activity: Shipping Venture; the Alum Monopoly. Banking 
Activity: Credit and Banking Institutions the Fifteenth Century; Bills The 
the Medici Banking Group: the Legal Status the Compagnie controlled the 
Medici; Junior and Major Partners; governatori Managers; the Personnel; the direttore 
the Florence Bank (General Manager) and the Assistant Managers, Financing the Concern, 
Accounting: Nostro and Vostro Accounts; Recording Speculative Transactions Foreign Cur- 
rencies; the Final Balance. The Causes the Decline: Loans Sovereigns; Managerial 
Shortcomings and Errors; Reduction Invested Capital; the Monetary The 
dation the Branches and the Final 


The Medici Concern managed the 
Descendants d’Averardo detto 


The large number studies dealing with 
the political vicissitudes the Medici Family 
offset lack studies concerning the 
business events which paved the way first 
their factual and then their generally acclaim- 
domination Florence. Perhaps would 
have seemed improper former times deal 
with Maecenatism and trade, the Medici Library 
and bales wool and bills exchange one 
and the same study. Later became im- 
possible for Italian scholars consult the bulk 
documentary material which, having been 
smuggled abroad violation the law safe- 
guarding artistic and cultural property, was 
purchased Mr. Selfridge London and 
deposited him Harvard University. 
true that the said material does not refer 
the Lords Florence, namely the branch 
the Medici Family known that Gio- 
vanni Bicci, from which Cosimo the Elder, 
Piero and Lorenzo the Magnificent descended. 
Nevertheless, that huge mass books, ledgers, 
journals, account books, letter-books and sund- 
documents would have helped throw 
light the remaining papers connected with 
the activities Bicci’s descendants way 
any case all the most out- 


standing studies concerning this branch the 
Medici Family have far been the work 
foreigners: Germans, Belgians and Americans 
and Roover, the latter being particularly 


well versed the technique banking and 
accounting and exceptionally well acquainted 
with Italian history. 

These pages fact are inspired recent 
work Roover’s, which revised and 
synthetic edition his studies (1). 


(1) Roover, The Medici Bank: Its Organisa- 
tion, Management Operation and Vol, Business 
History Series, Graduate School Business Administration, 
New York University, New York, 1948. this connection, 
see also the following works 

Aux origines technique intellectuelle: formation 
économique sociale, (1937), 171-193, 270-298 (with large 
bibliography). 

What Dry Exchange? Contribution the study 
English Mercantilism, Journal Political Economy, LII (1944), 
250-266, 

Money, Banking and Credit Mediaeval Bruges: Italian 
Merchant-Bankers, Lombards, and Money-Changers, Cambridge, 
Mass., The Mediaeval Academy America, 1948, pp. xviii, 

Gresham Foreign Exchange: Essay Early English 
Mercantilism with the Text Sir Thomas Gresham’s Memo- 
randum for the Understanding the Exchange, Cambridge, 
Mass. Harvard University Press, 1949, pp. 348. 


Documents and studies about the Medici businesses: 


G.R.B, Some Medici Manuscripts, Boston, 1929 
(in appendix the inventory the Medici depo- 
sited Harvard University), Bilancio una 
accomandita Casa Medici Puglia del 1947 
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original intention was really review 
the above-mentioned work, but review often 
implies also criticisms which, the present 
case, should have had restrict some 
details limited importance compared with 
the work whole, which admirable from 
documentary and bibliographical point 
view. 

have therefore preferred have recourse 
ample survey the essential points, into 
which have inserted the results own 
direct researches the sphere the history 
medieval economy and particularly that 
the Italian Better still 
should like say that have availed myself 
this experience mine insist compari- 
sons between phenomena and institutions oc- 
curring here and there throughout the centuries. 


commerciali fra Puglia Firenze, Archivio studi 
della banca Medici della partita doppia Firenze 
nel secolo XIV, Firenze 1913. Grunzweic, Correspondance 
filiale Bruges des Medici, Bruxelles, 1931. Grunz- 
banque Bruxelles, 1948. Compagnia mercan- 
tile Piero Giovanni Cosimo de’ Medici Milano nel 
1459, Rivista delle biblioteche degli 1907. 
Das Bankhaus von Medici und seine 
Volkswirtschaftliche-u, wirtschaftsgeschichtliche Abhandlun- 
gen neue Folge, Heft, 1906. von Fugger 
und Medici, Historische vol, CLXVI, 1942. 
G.R.B, Florentine Merchants the Age the 
Medici: Letters and Documents from the Selfridge collection 
Medici Manuscripts, Cambridge (Mass.), 1932. 
Die Handlungsbiicher der Medici, Sitzungsberichte der 
Kaiserlichen Akademie der Wissenschaften Phil, Hist. Klasse, 


1905, Wien, 1906. 
Studies the mercantile companies from 1300 1500: 


Arias, Studi documenti storia del diritto, Firenze, 
medievali rapporto con Chiesa, Archivio della societa 
romana Storia Patria to, XXIX, 1906. Bicwoop, Les 
Filippo Borromei compagni Londra, 1436-39, Archivio 
Storico Lombardo IV, to, XIX, 1913. 
Studi Documenti per storia del diritto commerciale italiano 
nel secolo Universita Torino Memorie 
Giuridico memoria VIII, Torino, 1930 (Sienese Com- 
panies), Rotschild del Dugento, Gran 
Tavola Orlando Bonsignori, Bollettino senese Storia 
n.s, VI, 1935. Les Lombards dans les 
deux Bourgognes, Bibliothéque des Hautes 
CLVI, Paris, 1906. Genova marinara 
nel Dugento, Benedetto Zaccaria ammiraglio mercante, Mes- 
sina Milano, 1933. Luzzatro, Sindacati nel com- 
mercio veneziano nei secoli XIV, Rivista Storia 
1930; XCVI, 1935; XCIX, 1938; 1940 (Companies 


The Commercial and Industrial Activity 
(a) Shipping Venture; (b) the Alum 
nopoly. 


Like all the the big merchants their 
times, and compliance with tradition dating 
back the origins the big companies, the 
Medici had vast sphere action and carried 
banking, commercial and industrial trans- 
actions simultaneously. Regarding the extension 
this sphere, already when Giovanni Bicci 
died 1429 the firm’s activities had spread 
beyond Florence. 1458 statement prepared 
for the catasto Florentine property tax 
Cosimo de’ Medici shows that was partner 
offices Venice, Rome, Milan, Bruges, 
London, Geneva (later transferred Lyons 
because the increased importance that 
town’s fair) and Avignon. 
moreover prove that deals were transacted 
practically all other markets from Valenza 
Genoa, from Lubeck Cologne and even 
the East, both the firm’s travellers and 
companies acting its representatives; most 
the latter were Italian, though there were 


Lucca: Isbarra, Rapondi, Cenami, Forteguerra, Spiafame, 
Trenta), Les Lombards France Paris, vol, 
Paris, 1892-93. Re, compagnia dei Ricciardi Inghil- 
terra suo fallimento alla fine del secolo XIII, Archivio 
della Romana Storia vol, XXXVII, 1914. 
crisi delle compagnie mercantili dei Bardi dei 
Peruzzi, Firenze, 1926. Una compagnia Calimala 
primi del Trecento, Firenze, 1932. Studi Storia 
economica medievale, ediz., Firenze, 1946 (study 
Storia interna della compagnia mercantile dei Peruzzi; XIV, 
compagnie mercantili toscane del Dugento dei primi del 
Trecento: responsabilita dei compagni verso terzi; 
personale delle compagnie mercantili del medioevo; XX, 
Gli Alberti del Giudice Firenze, 
study XIII vol. Studi onore Gino Luzzatto 
Milano, Treves, 1934; libri ragione bancaria dei Gianfi- 
gliazzi, Milano, 1946; Tercius Liber mercatorum Friscobaldis, 
appendix Compagnia dei Frescobaldi 
Firenze, 1947. Etude sur bourgeoisie parisienne: 
Gandoufle les Compagnies Placentines Paris (fin 
1945. 

fiiteenth century businesses, 


Inventaire des Affaitadi, banquiers italiens 
Anvers, 1568, Anversa, 1934. Das 
Zeitalter der Fugger, voll. lena, 1922. 


the Church attitude and the economic problem: 

origini dello spirito capitalistico Italia, 
Milano, 1933. Studi Storia Economica cit. 
giusto prezzo nella dottrina San Tommaso nella pratica 
del suo tempo. 


als 
the 
sta 
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also few foreign firms acting agents for 
the Medici. Regarding the firm’s many dif- 
ferent enterprises should mentioned, 
starting with its commercial and industrial 
undertakings, that had three industrial esta- 
Florence, which produced wooll- 
cloth and silk fabrics and sent sumptuous 
materials the British and French courts, 
the ladies and gentlemen the Burgundian 
court Flanders and the Papal court 
Rome. the same time the firm imported 
from all parts the world and exported 
all countries wool and other materials 
worked Great Britain, the Low Countries 
and the Near East and dealt variety 
ranging from silverware dyeing sub- 
stances and foodstuffs, the latter including 
every imaginable commodity: spices, fruit, 
olive oil and forth. trade ex- 
changes exercised considerable influence 
the Renaissance, acquainting the 
schools the various countries with one 
another. Italian and especially Florentine artists, 
for instance, drew and coloured the designs 
which were sent Flanders for the manufac- 
turing tapestries. Della Robbia terracottas 
from the banks the Arno decorated the 
Church St. James’s Bruges; Tommaso 
who besides being merchant was 
also man exquisite taste, sent Hugh van 
der Goes’s Adoration the wise men» 
Florence for the main altar the church 
the hospital Santa Maria Nuova, founded 
Folco, the father Dante’s Beatrice; the 
Medici recruited tenors from Antwerp and 
Cambrai sing the chapel music the 
beautiful Batistry San Giovanni, and on. 


(a) Two the commercial and industrial 
enterprises the Medici’s deserve our special 
attention; shipping venture and the explo- 
the alum mines. 

Regarding the former the Medici converted 
three galleys built for Philip the Good 
the shipbuilding yard Pisa 1464 anti- 
crusade against the Turks which 
did not take place into merchant ships. 
Great hopes were founded voyages between 
Pisa and Bruges and between Pisa and Rhodes 
and Constantinople, but the results were not 
satisfactory. ships was lost even before the 
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death Piero de’ Medici, and 1470 Charles 
the Bold requisitioned the remaining two 
vessels, adding them the fleet had pre- 
pared against Louis 1473 one them 
was captured off the coasts England 
Danzig privateer and the famous triptych The 
Last Judgement which the Medici’s manager 
Agnolo Tani had had painted Memling and 
which was its way Florence was carried 
off Danzig, where embellished St. Mary’s 
Church. The last vessel was wrecked the 
following year during storm. any case 
the fact that these ships were purchased 
proof Florence’s deep-rooted ambition 
take shipping, which only achieved too 
late after Talamone’s ill-starred venture and 
after had exhausted itself financially its 
struggle against Pisa. Further, proof the 
lack scruples shown the lords Florence 
found the fact that they arranged 
that the ships were fly the flag Burgundy, 
thus eluding the regulations laid down the 
Florentine sea consuls and their jurisdiction. 
(b) The alum enterprise was much 
larger scale. This raw material was essential 
for the textile industry both the beginning 
and the end the processing cycle for 
softening wool scouring and for fixing 
the colours after the materials had been dyed 
and had already attracted the attention 
the Genoese merchant Benedetto Zaccaria 
the end the thirteenth century; the latter 
had obtained permission exploit the Focea 
mines and had also cornered the production 
partibus infidelium, after which had had 
his own ships built for purposes conveyance 
and had founded dyeing establishment; 
nowadays this would the name inte- 
gration industry. Later on, the market had 
been controlled other Genoese merchants, 
who exploited the rich deposits Asia Minor. 
the end, however, the Turks had gained 
possession Focea after the taking Constan- 
tinople and things had taken very bad turn, 
the choice lying between accepting bu- 
siness with the Mahomedans, 
increasing with Christian money the military 
force with which they were preparing 
attack the very heart Europe, causing 
serious crisis manufacturing sector which 
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England, Flanders and Italy was one the 
mainstays economy and for the needs 
which the low output the Pozzuoli, Ischia 
and Volterra mines was insufficient. 

was this critical moment that chance 
survey the special structure the rocky hills 
near Civitavecchia gave rise the hope 
the possibility new deposit being discover- 
there. Shortly afterwards Pope Pius II, who 
came the Piccolomini family Sienese 
bankers, announced with considerable exulta- 
tion the discovery the Tolfa alum mines, 
hoping that they would provide large profits 
with which finance decisive crusades against 
the Moslems. The crusades were dream, but 
the exploitation the mines was reality, 
provided the Church was able come 
arrangement with expert speculators who, 
this case, were the Medici. order make 
this enterprise really profitable, 
monopoly sales all over Europe was essential 
well careful regulation output that 
should not exceed demand, otherwise com- 
petition over-plentiful supplies would cause 
drop prices, 1464, fact, the Bruges 
market had registered per cent drop 
price owing the alum from the Papal mines 
having arrived together with alum from Bar- 
bery, Valenza, Chio and Trebisonda well 
from the mines the hands the Turks. 
was then that the Medici came forward with 
plan based their commercial and banking 
organisation. Their Rome office would acquire 
shares the Tolfa company, controlling the 
rate which the alum was extracted and sold; 
their London, Bruges and Florence offices 
would exchange alum for wool sell di- 
rectly the local textile manufacturers. 
June 1466 the agreement was concluded whe- 
reby, the security the product stored 
the Civitavecchia warehouses and controlled 
papal officials, the Pope was receive royalty 
two ducats (this royalty was later reduced 
one ducat) for each cantaro (about 150 
alum well two thirds all extra profits; 
exchange the Camera Apostolica undertook 
shoulder all risks. Meanwhile forbade all 
Christians purchase alum from the infidels; 
anyone disregarding this prohibition would 
excommunicated and the cargoes seized 
either ports the high seas would 


divided between the Medici and the Camera 
the same time, foreign princes 
were requested prevent the introduction 
their territories alum not belonging the 
cartel; order encourage them accept 
this proposal, they were offered fixed sum 
for each cantaro introduced. Edward 
England refused comply with this 
ment view the obviously detrimental 
effect would have the national textile 
industry. Philip the Good was also adamant, 
but his successor Charles the Bold yielded 
result the insistent solicitations the 
Medici’s manager Bruges who was great 
favourite his and also because badly 
needed money. However the prohibition 
import Turkish alum, which decreed 
1468, had suspended 1473 for two 
years owing the opposition had aroused 
and, course, this period never came 
end. Venice agreement was reached 
1469 with the main local dealer, Bartolomeo 
Giorgio, who was granted the exclusive right 
selling 6,000 cantari alum year Ve- 
netian territory, Lombardy, Romagna and 
Southern Germany and Austria. 

immediately became evident however 
that the Ischia mines were likely afford 
dangerous competition, since they were the 
property Catholic prince, who, supporter 
was the Papacy, had intention 
going against his own interests yielding the 
product his mines his powerful ally. 
cartel agreement lasting fifteen years was enter- 
into with him, the object which was 
fix price, restrict output and assign 
markets according quota system, The 
cartel agreement became effective once, the 
right being reserved certain warehouses 
Bruges and Venice however 
existings stocks; compensation the King 
Naples was granted one sixth the 
profits from the sale these stocks. 

would mistake believe that 
everything went according plan, although 
the results the speculation were highly 
satisfactory. The dream huge profits was 
dispelled two facts, the one requirement 
and the other consequence economic laws. 
First all the vital needs the industries 
the countries whose leaders had favoured the 


tr 


The Medici Bank 


Medici cartel made compulsory not exceed, 
most only slightly so, the prices charged 
neighbouring states where restrictions 
existed with regard imports; fact this 
was fixed law. Secondly the rise 
prices obtained compulsion was incen- 
tive contraband and even Turkish alum 
managed slip through, despite the careful 
watch kept, and was accepted unscrupulously 
despite the ecclesiastical censures threatened. 
However everything came end 1478 
when Sixtus confiscated the Medici property 
after the Pazzi conspiracy Florence and 
drew agreement very much the same 
bases the previous one with the Centurioni 
and the Doria Genoa, merchants who had 
long experience dealing with raw alum. 

any case history records this bold attempt 
creating legal and lasting monopoly 
large scale with the assistance the most 
authoritative secular and ecclesiastic powers. 
This enterprise the Medici 
previous attempts, even those which were per- 
haps more daring and genial like that Zac- 
caria, but which were unable outlast the 
first change market conditions since there 
was less capital available and the merchants 
could only count their own enterprise. 
Thus the Medici’s alum cartel surpassed all 
previous ventures and paved the way six- 
teenth century enterprises such the mining 
cartels the Fuggers well the joint 
stock companies and the first real monopolistic 
organisations colonial trade which flourish- 
the seventeenth century. Further, 
showed how the economic factor (speculation 
motive and resistance the interests national 
industry) prevailed over the idealistic factor 
(the crusade planned against the 
also gave proof the lack scruples shown 
the Church which did not hesitate form 
monopoly, despite the fact that was con- 
demned usury the Church’s own doctrine. 
attempt was made justify this step 
the basis the recognised authority the 
State which was liberty levy duties, tolls 
and direct and indirect taxes business trans- 
actions. This was very feeble pretext which 
may have complied with the literal juridical 
texts, but were certainly contrast with the 
spirit which Saint Antonino, Bishop Flo- 


199 


rence, Saint Bernardino Siena and Tommaso 
Vio, the Cardinal Cajetani, condemned mo- 
nopoly violation commutative justice 
and the just price decreed the Summa 
St. Thomas. 


Banking Activity: (a) Credit and Bank- 
ing Institutions the Fifteenth Century; 
(b) Bills Exchange. 


The third aspect the Medici’s many-sided 
activity refers the banking sector, which 
Italian business men, even before the end 
the fourteenth century had begun give more 
weight relation commercial transactions. 
The xenophobia Asia, which had followed 
the end the Mongol dynasty and the advent 
the Ming dynasty, had closed the road 
the East that had been frequented Europeans 
after Marco Polo. Then the difficulties 
travel Asia had been Persia, 
and the Sultans Egypt, masters the ports 
access the East Indies, also placed obstacles 
the path European travelers. Finally, the 
advance the Turks had hastened the sever- 
ance from large region, whose importance 
for Italian commerce can realized think- 
ing the numerous Genoese and Venetian 
settlements the shores the Black Sea. 
This series events, which restricted trade 
with the East and caused the concentration 
commercial activity the western world, came 
time when the vast capitals, largely 
commercial origin the past, found double 
employment our continent. the one 
hand, they were employed the traditional 
industries and others like mining and metal- 
lurgical business, all these favored tech- 
nical progress, and the latter also the increas- 
ing military requirements. the other hand, 
the capital was employed loans princes 
old practice, true but greatly 
increased the needs political activity 
much wider range and responsability. 


(a) Florence, the time the Medici, 
from Cosimo Lorenzo, there were number 
different credit institutions: banchi pegno, 
banchi minuto, banchi mercato and ban- 
chi grossi. 

The pegno, far from fulfilling the 
many functions bank, specialised weekly 
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loans secured pledges personal property 
for consumer requirements. Since this form 
activity had very much common with the 
classical form usury condemned the 
Church, special operating licences were requir- 
which, about the middle the fifteenth 
century, were only granted Jews, who asked 
for interest about per cent rate 
which Roover does not consider high 
view the fact that the U.S.A. the legal 
rate for pawnbrokers and small loan companies 
should mentioned however that prior 
this, namely from the thirteenth century on, 
result the contrast between the severity 
the canonist doctrine and the pressing de- 
mand for interest-bearing loans, also number 
Catholics operated this sector, accepting 
the risk being brought before the ecclesiastic 
court justice. Meanwhile sort compro- 
mise had been reached, however, paving the 
way the fixing legal rate interest: 
provided certain formalities were observed, 
persons lending money were allowed accept 
compensations not exceeding rate considered 
fair public opinion, namely per 
cent; also the State, fact, when incurred 
what would now known national debt 
and were then known prestanze (loans), 
granted the lenders rate interest fluctuat- 
ing between and per cent according 
the conditions the money market. 

The minuto retail banks, judg- 
ing from the account books Francesco 
Giuliano de’ Medici for there little other 
information available, seem have dealt main- 
precious stones and gold; loans were 
only granted exceptionally and were always 
secured jewelry; only time deposits, and 
not deposits payable demand, were accepted 
and they were transferable the depositor 
wished; the latter received from per 
cent interest. The information quoted above 
and supplied Roover interesting, but 
awaits further confirmation from other sources. 

The mercato were real deposit and 
transfer banks and the statutes the Arte del 
Cambio down the modalities their ac- 
tivity which dated back well ascertained 
years. The owners these banks, who were 
known the name cambiatori 


placed their tables covered with cloth 
central locations (in Florence particularly the 
vicinity the old and new markets), paid out 
their customers the sums which they 
word mouth; the transaction were 
then written their ledgers journals which 
constituted legal proof; these entries, according 
testimony from the thirteenth century, were 
usually made the and only 
quite exceptionally the borrowers. 

The grossi «big banks» are 
mentioned Benedetto Dei his chronicles 
1469, which remarks with pride that 
there were that time over thirty these 
banks Florence, headed the most impor- 
tant all, that the Medici the Giovanni 
Bicci branch. These were real merchant 
bankers who combined trade and manufactur- 
ing with dealings exchange. 
who published the first statute the money- 
changers, was opinion that these merchant 
bankers were not members the corporation 
known the Arte del Cambio, but only 
the wool guilds and the Calimala; perhaps 
because banking transactions had been added 
their original trading and manufacturing 
already testified the fact that number 
these merchant bankers were members the 
Arte del Cambio was able confirm, 
quoting examples the names the Bardi, 
the Peruzzi and the Acciaiuoli which have been 
found several matriculation books. Roo 
VER gives further proof this, stating that 
the owners the above-mentioned banks, with 
the exception the pawnbrokers, were 
members the Arte del Cambio, 
whose records find all the Medici from 
Giovanni Bicci down Lorenzo the 
gnificent. The fact that the pawnbrokers 
not allowed members only natural 
since usury was condemned; they were manifest 
usurers and consequently the guild could not 
accept them members, 

(b) And now come the matter 
bills exchange. Nowadays when bankers 
discount bills exchange, certain 
immediately deducted from the face value 
and this represents the profit the transaction. 
The certainty this profit specified pactum 
firmum think may use the expression 
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adopted college theologians the 
fourteenth century called upon decide whe- 
ther not the dealings deceased merchant 
came under the heading usury) would have 
been condemned the Church, which only 
considered gain money exchange dealings 
lawful was uncertain, i.e. resulted 
from some risk. the fifteenth century the 
fluctuations the exchange rates which the 
negotiation bills exchange was based 
constituted such risk. The banker the 
banco grosso fact, far from discounting bills 
according our present technique, when 
purchasing selling them received handed 
over instrument payable future date 
different place and different kind 
currency. true that sight drafts existed 
also but, owing the slowness communic- 
ations, they too were effect time bills. 
any case they were rarely used. Most Medieval 
bills were payable usanza», which meant 
period three months between Italy and 
London, two months between Italy and 
Bruges and one month between Bruges and 
London Paris. Consequently both ex- 
change and credit transaction were involved. 
Three things could happen the case ex- 
change deals: the banker could gain, lose 
break even according the exchange rate, 
which latter the banker tried anticipate, but 
could not sure of. Obviously since interest 
could not charged the loan, profit could 
only expected the exchange transaction 
and the rate exchange depended de- 
mand and supply the money market, these 
deals were based the banker’s ability 
foresee these conditions, The information ex- 
changed between the various branch offices and 
received from travellers was naturally most 
valuable with regard these forecasts and 
there good reason believe that bankers took 
care choose competent and industrious 
collaborators, since ill informed negligent 
persons could have caused heavy losses. 


The above refers normal exchange deals. 
ferent matter; this was the name which cloak- 
straight loans which would have met with 
the condemnation the Church, which latter 
gave further proof its unrelenting attitude 


presumably for this reason that few traces 
such deals are found the papers 
that have come down (2). 


The Organization the Medici Bank- 
ing Group: (a) the Legal Status the 
(b) Junior and Major Partners: governa- 
tori» Managers; (c) the Personnel: the 
direttore the Florence Bank (General 
Manager) and the Assistant Managers. 


(a) Then there the legal aspect the 
enterprise which had branches mentioned 
above and acted through the network its 
branch managers and travellers. The central 
bank and the branch offices were separate 
entities, the right impart general 
ticular instructions regarding transaction and 
administrative control being whole reserv- 
the central bank, very much the same 
way taking example from modern times 
happens holding companies. This 
explained the fact that the members the 
Medici family which founded the first bank 
Florence were partners said bank and 
all the branch companies gradually deriving 
therefrom, having the majority the capital 
For instance the contract March 23rd. 1456 
concerning the Bruges partnership shows that 
the capital 3,000 groat was subscribed 
follows: 1,900 the Medici, 600 
Giorgio Pigli and 500 Agnolo Tani. 

(b) This structure differs considerably from 
that the big companies the middle 
the fourteenth century, when the «compagnia» 
was legal entity comprising all the subsidiaries. 
Then the «partners» the family group 
which had founded the concern could (though 
was not their right and did not always 


(2) Here example dry exchange: the Medici 
Venice lent sum money borrower who had bill 
exchange sell. was issue bill the Medici 
Bruges payable there two months from When the two 
months came end, the Bruges bank without having 
received any payment, would drow another bill the same 
borrower and for the same value favour the Medici 
Venice, 

this manner the borrower had the use the for 
four months without paying interest. The profit loss the 
lender was determined the exchange rates, 
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occur) hold more shares its capital than the 
outside partners However despite the fact 
that they might possess more than half the 
shares their position was not unlike that 
all the other partners, whereas the Medici 
enterprises the responsibilities and rights the 
two groups were very different. 

the fourteenth century for instance 
and this was keeping with the usus 
established the thirteenth 
century all partners could aspire the central 
management. actual fact the only ma- 
nagers the central enterprise that know 
were members the families after whom 
the enterprises were named, this does not mean 
that there was any clause the partnership 
agreements this effect. Moreover the central 
manager was assisted his task the part- 
around him the head office. These 
partners met engage and dismiss personnel, 
grant powers attorney the fattori 
who were thus entitled obligate the company 
full their actions, request when 
they were the majority the majority the 
partners who were Florence read 
the contracts the Bardi and the Peruzzi) 
balance-sheet either before after the date 
established the articles association. 
true that attempt has been made establish 
two groups partners resident and non 
resident the basis the powers with 
which the partners loco were vested, but 
there ground for this supposition since 
there was constant exchange partners 
between Florence and the branch offices for 
management control functions. The only 
reason therefore for these special regulations 
which should not considered privileges was 
(quite apart from being physical impossi- 
bility for those who were absent take part 
the management) that since all the data from 
the various branch offices flowed Florence, 
only those partners who were the spot could 
any time have complete picture the 
concern and consequently decide what steps 
had best taken. 

open contrast with this, the Medici 
were rights the supreme policy-makers 
their enterprise, for which they laid down the 


general lines action and, far possible, 
also the details; they alone chose their person- 
nel; they alone granted powers attorney; 
they alone could call for earlier settlement 
banks. Moreover the mark the company 
was their exclusive property were also most 
the buildings which the branch offices 
were situated, which paid rent them 
tenants. 

Another difference and could mention 
many more concerns the management 
the branches. Formerly, the management was 
should call them managers chosen among 
the most able members the staff and more 
ners who received salary remuneration 
for their work. The Medici subsidiaries instead 
were only managed partners whose 
neration, besides the repayment their ex- 
penses when they travelled for the firm, con- 
sisted increase the percentage the 
dividend due them the basis the capital 
paid into the company. Tommaso Portinari, 
for instance, who was managing partner 
Bruges and owned only 400 groat out 
the total capital 3,000 groat, was entitled 
per cent the profits, 

The prominent position the 
which have been stressing, further corro- 
borated the fact that different terms were 
used: outside partners were styled 
and they were appointed branch managers 
added the title the Medici 

(c) For the personnel the hierarchical order 
customary previous centuries was adopted: 
the keys and office boys. But 
the figure the chief accountant acquired add- 
consequence being entrusted with other im- 
portant tasks. Formerly had attended 
the firm’s accountancy, directing and controll- 
ing the book-keeping, collecting the figures for 
the balance-sheet which was finally drawn 
the manager and the partners who 
sisted him. Now the direttore del Banco 
Firenze (manager the Florence bank), 
acted business adviser the head the 
firm and the other and was 


ra 
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fact their right-hand man who, besides ad- 
ministering the head Bank, supervised all the 
subsidiaries Banks general and all the enter- 
rises either directly indirectly controlled 
the Medici. After having consulted his master, 
prepared the instructions for the branch 
managers and «travelling agents examined 
their reports, called them Florence discuss 
matters with them personally and audited their 
balance sheets. turn had two 
rators whom Roover, with only approxi- 
mate accuracy, calls sottodirettori (assistant 
managers). say with only approximate accu- 
racy because this term not found 
the firm’s books and also because, far from 
being entrusted with responsibility for all the 
affairs dealt with their chief, these men could 
only obligate the Florence Bank and make out 
bills exchange. Several these managers 
and assistant-managers have their own right 
fame, quite apart from having been admi- 
nistrators the Medici: Francesco Sassetti, 
for instance, immortalised Ghirlandaio 
the church Santa Trinita and Francesco 
Jacopo Neri who was killed 1478 during the 
fray which followed the murder Giuliano 
de’ Medici the Curch Santa Maria del 
Fiore. 


Financing the Concern. 


With regard the financial resources 
the Medici Bank, was usually the case 
the past, the capital forming the company’s 
stock was insignificant compared with the 
firm’s business turnover. Suffice mention 
that the branch office Bruges, whose capital 
have already mentioned was 3,000 
groat, loaned over 6,000 groat Charles 
the Bold, while the firm had many other en- 
gagements hand the same time well 
considerable sums temporarily immobilised 
bills exchange. the thirteenth and 
fourteenth centuries the main operating funds 
supplied the form deposits, either 
the partners themselves, the personnel 
outsiders. The only difference was that 
deposits were more plentiful the Medici 
banks and (if have rightly understood 
Roover’s text) the practice exclusively fol- 
lowed was that time deposits (with six 
months year notice). Further, whereas 


the interest paid such deposits had varied 
formerly according whether the depositors 
were partners outsiders, Roover speaks 
also remuneration that varied according 
the profits received; this being the case, these 
were obviously not real deposits, but more 
the nature shares. Lastly, just like pre- 
vious centuries, the Medici Bank, being cam- 
psor domini Pape availed itself for its opera- 
tions the papal revenues which were turned 
over the papal collectors and were 
retained for longer shorter periods without 
any obligation pay interest the Church 
since the latter condemned such 
These sources, however, must not consider- 
have been permanent operating funds 
constant sources profits. Since one the 
functions the was that grant- 
ing overdrafts the Camera Apostolica 
the papal collectors, could happen any 
moment not only that the papal funds held 
the firm were completely depleted, but also 
that money had advanced the Church 
out the Bank’s own money. Moreover, even 
when these funds were available, would have 
been too great risk for the company use 
them over too long period, since one could 
never sure when their rightful owner would 
ask for their partial total payment order 
sums transmitted other persons 
means bill exchange. fact, give 
example, 1473 the Medici were creditors 
the Camera Apostolica the extent 
62,918 florins Camera for sums advanced for 
fighting the Hussites Bohemia and for sub- 
sidies Matthias Corvinus help him hold 
out against the Turks. 


Accounting: (a) Nostro and Vostro Ac- 
counts; (b) Recording Speculative Transac- 
tions Foreign Currencies; (c) the Final 


(a) The extensive use bills exchange 
made the Medici Bank calls for mention 
made the recording these transactions 
the firm’s books. This indisputable 
interest since technique came into being 
that time which may said still use: 
fact mio (my) and (your) (his) 
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accounts, otherwise known nostro (for our 
account) and vostro (for your account) 
(for their account) were opened, which were 
kept just they are nowadays. our modern 
banking and accountancy technique they have 
account opened the initiative the banker 
who keeps the records and directs the trans- 
actions recorded therein and refers trans- 
actions abroad and foreign currency (namely 
the currency the foreign country); your 
correspondent abroad and refers trans- 
actions made not the currency the 
foreign country, but that the banker who 
has been requested open the account. The 
former type accounts are often kept local 
and foreign currencies for the provisional com- 
parison currency values corrected 
before closing the basis actual exchange 
rates, while the latter type has only one column 
since the local currency does not require adjust- 
ment for exchange differences. 

Since bills exchange could drawn 
remitted reciprocally the Florence Bank 
and the subsidiaries, acting either princi- 
pal agent find that each business 
kept nostro and vostro account open the 
others; the account usually had two 
columns, one local currency and the other 
foreign currency, while the vostro account 
only had one and frequently included charges 
for commission, brokerage, taxes and forth. 
the books the Bruges branch the two 
accounts the Venetian branch were headed 
follows: Chosimo de’ Medici compagni 
Vinegia per nostro chonto (Cosimo de’ Me- 
dici and partners for our account) and Cho- 
simo de’ Medici compagni Vinegia per loro 
chonto (Cosimo de’ Medici and partners for 
their account). 

Since the purchase foreign bill involved 
extension credit well the acquisition 
claim balance abroad, the Medici 
order make the most advantageous use 
said balances had second bill ex- 
change remitted them bring home the 
money invested the first bill. This type 
transaction was known cambium recam- 
bium, just because involved two bills instead 
one. Here practical example trans- 


action started July 15th. said date 
the Medici Venice bought bill Bruges 
the rate groats per Venetian 
months later the bill matured and 
groats per ducat having been received Bruges, 
the Flemish branch, acting agent for the 
Venice branch, immediately used this sum 
purchase bill Venice, also payable the 
end two months, the rate groats 
per ducat. The Medici Venice thus made 
profit groats each ducat over period 
four months, namely the difference between 
and groats. 

Always referring bills exchange, 
should mentioned that autograph sign- 
ature the drawer was not sufficient vouch 
for their validity, they had written entirely 
the hand the maker... The fact that the 
handwriting and not the signature was 
honoured proved the existence special 
ledgers containing sample handwritings 
correspondents per mano aremo dare 
chompimento (whose handwriting shall 
honour). 


(b) Another characteristic feature deserving 
mention from the point view accountancy 
connected with the practice selling 
commission which was far more frequent than 
the past centuries, purchasers became 
reluctant place orders foreign countries 
and wanted see the goods they bought them- 
selves. Probably this had something with 
the richer assortment commodities the 
market, some which such the artistic 
objects could not what should now 
call standardised, did the staple products 
the fourteenth century which had different but 
constant characteristics according the cities 
which they were manufactured: from 
Como, scarlatte from Ipro, etc. Nor must 
forget that there had been decline the 
fairs that had florished the thirteenth and 
fourteenth centuries and that permanent local 
markets had come into being, that each 
city had several shops which all the articles 
formerly supplied the fairs were found. 
the economic development the countries 
the other side the Alps progressed, they 
gradually reached the level attained long before 
Italy, where fairs had never been great 
importance owing the precocious growth 
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the cities and not merely because its geo- 
graphical position was less favourable, say, than 
that Champagne. any case the fact 
remains that Medici bank sent received 
goods sold commission, without runn- 
ing any risk and receiving the benefit 
commission. Sometimes this service was re- 
quested outsiders and carried out for them 
the firm and sometimes they undertook 
joint ventures with other merchants. all the 
above cases was customary open separate 
accounts for each deal these accounts were 
charged with all outlays, costs and expenses 
and credited with the proceeds from The 
difference that remained represented either 
profit loss and was transferred Profit 
and Loss Merchandise Account propos 
the specification merchandise should 
mentioned that profits and losses ex- 
change transactions were recorded separately 
under this heading. This system separate 
accounts, known specula- 
(speculation accounting), eliminated the 
necessity inventory valuation, which 
fact Roover finds trace the Medici’s 
books, therefore draws the conclusion that 
the diffusion this type accountancy ex- 
plains the fact that Luca Paciolo does not make 
writings. 

(c) will close this paragraph proving 
not innovation, but the continuation 
old system. have already stated that the Me- 
dici banks drew their balance sheets every 
year, even before the maggiori wished 
them so. This balance sheet settlement 
continued their book-keeping mean 
something more than the end one financial 
year and the beginning another; put 
end one partnership» and marked the 
beginning new one, which might have 
different capital more less than before 
and consist different partners; whereas prior 
the settlement changes were allowed 
should added that this end was only formal 
since the fact that the name the firm 
unchanged maintained the unity 
the main partnership which should like 
write with capital P», while using 
small for the others. far accounts 


were concerned, the books the old part- 
nership (those the branches sealed and sent 
Florence) were closed and the new records 
the name the «new company» were 
opened with the credit and debit balances. 
Thus the «new» partnership undertook 
carry out the transactions which had not yet 
been completed and, made received 
payments, recorded them special account 
bearing the name the old partnership. The 
names the members the old partnership 
appeared the new books even they were 
longer members the new partnership and 
they were still entitled the profits respon- 
sible for the losses resulting from the account 
for the partnership. 


The Causes the Decline: (a) Loans 
Sovereigns; (b) Managerial Shortcomings 
and Errors; (c) Reduction Invested Capi- 
tal; (d) The Monetary 


(a) Daring but well calculated ventures such 
the alum monopoly, the type interior or- 
ganisation which have described and the 
prestige the firm’s name, which was that 
family well-known home and abroad 
for its political position would have led one 
expect solid and lasting prosperity for the Me- 
dici concern, What see instead parabola 
which reached its apex round about the year 
1466, declined under the Magnificent 
and came end when Piero Lorenzo 
was expelled from Florence, 

The highest point was reached the life- 
time Cosimo the Elder, who inherited from 
his father 1429 patrimony 180,000 flo- 
rins, which increased 1440 235,000, 
and 1460 400,000 florins. And may 
believe, even though definite data not exist, 
that before his death had greatly increased 
his huge wealth, view the information 
that his lesser partners, for example, Francesco 
Sassetti, had doubled his estate few years: 
from 26,720 florins 1462 52,000 florins 
1466. 

The craks wich appeared extended 
the magnificent structure the Medici con- 
cern were caused the granting excessive 
loans sovereigns which, ever since the end 
the thirteenth century, had been undermin- 
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ing the foundations other big companies 
(the Ricciardi Lucca, for instance, and later 
the Frescobaldi, the Bardi and the Peruzzi 
Florence who lent large sums the King 
England). Later on, during the sixteenth cen- 
tury, other companies were also sorely 
tried (the Affaitati Cremona, for instance, 
and the Fugger who financed Charles and 
Philip II). Should not the constant repetition 
such instances have been warning avoid 
such systems? The truth the matter that 
even one warned danger, one not 
always able avoid it, for, just the princes 
needed extensive credit from big foreign and 
particularly Italian enterprises achieve their 
political aims, the big merchants could not 
carry out their economic policy without the 
good-will the aforesaid princes, from whom 
was possible during the thirteenth, fourteenth 
and fifteenth centuries obtain, among other 
things, permission reside their territories, 
export licences and facilitations for the import- 
ing materials while, from the sixteenth cen- 
tury on, business enterprises could hope through 
them participate the exploitation the 
rich new territories that had been discovered. 
Moreover must not forget the particular 
position occupied the big merchants the 
Middle Ages the politics their times, 
which they played prominent part for several 
centuries, though varying extent and with 
different modalities. was for this reason that 
they considered, though different ways, their 
affairs reflection the State’s political 
trend and were convinced that the well-being 
the State was closely connected with the 
success their enterprises. course this 
attitude cannot confined any one period 
history for common all ages, since 
the governing class never forgets its privileged 
position and does its best consolidate and 
make the most its privileges. can only 
speak greater lesser consciousness 
fundamental general interests, that say 
greater lesser sense responsibility 
towards the country and, one might add, 
greater lesser intelligence, since selfish 
cunning concentrates personal 
advantages whereas real shrewdness 
seeing and aims less spectacular, but solider 
and more lasting targets. Obviously the Bardi 


and the Peruzzi, who were the same time 
the managers their respective merchant com- 
panies and priors and magistrates the Repu- 
blic Florence, never made distinction 
ween their personality merchants State 
officials when decision had made. 
the same way Cosimo, Piero, and even more 
Lorenzo de’ Medici, when preparing their 
business enterprises, never acted independently 
from the influence they exercised the 
vernment. The former drew treaty 
prepared the ground for declaration war, 
bearing mind the advantage having 
more reliable market for their bales cloth 
well more reliable source raw materials 
for their manufactures; thus, they acted 
honestly and intelligently, they were able 
benefit both themselves and their city. Avail- 
ing himself his authority, Lorenzo the 
Magnificent actually laid hands the Monte 
delle Doti, public fund for providing for 
poor girls when they married, transferring its 
capital his bank when was the verge 
bankruptcy (3). 

very much hope that the mention the 
close connection between politics and economy 
Middle Ages early Renaissance may encour- 
age some scholar more deeply into this 
matter, since the results would certainly justify 
the effort. should like add, while 
this subject, that there also exception 
this rule which should not forgotten: 
refer Francesco Marco Datini, big 
chant Prato who, building colossal 
enterprise very different type from that 
the Bardi and only part like that the 
Medici the late fourteenth and early 
teenth century, deliberately kept business and 
politics apart, showing such attachment for his 
own interests that refused accept any 


(3) this point should like mention fact this 
nature connected with the already mentioned Medici-Vatican 
alum the recent work, L’impresa Lorenzo de’ 
Medici contro Volterra (Florence, 1948), attributes the 
cruel sacking Volterra the interest taken Lorenzo 
the alum mines situated that locality; but the critics rebelled 
against the crudity this statement with arguments that 
partly valid. Perhaps will found expedient devote 
further attention this problem, inserting into what might 
called the alum policy the Medici Bank; probably the 
conclusion reached would less categorical than Fiumi’s, 
not far from his thesis his critics would have believe. 
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litical appointments. The this 
figure and this attitude among the figures 
and attitudes the protagonists capitalism 
the Middle Ages will lead better under- 
men and events the subsequent 
centuries our days. Mention should also 
made, for the same purpose, the Trattato 
della Famiglia Family Treatise Leon 
Battista Alberti (4), who held the first 
writer truly describe and certainly the 
first explain and defend the great bour- 

Returning the Medici, the best proof 
have that they were aware the danger 
the partnership contracts for the Bruges 
branch. The articles the 1455 partnership 
agreement forbade the Flanders governatore 
sell foreign exchange credit spiritual 
temporal princes, lords ecclesiastics 
State officials: this meant that 
credit was only granted merchants and 
even then only after their credit standing and 
reputation had been carefully looked into. 
1471 permission was granted lend 
6,000 groat Charles the Bold. 1473 
limits were fixed. fact, the debts incurred 
the Duke Burgundy, the time 
his death 1477, were ascertained total 
9,500 groat. order guarantee repay- 
ment, Maximilian Austria who borrowed 
3,600 groat soon after, gave security the 
famous crown jewel known the fleur lys 
and granted his creditors the proceeds from the 
customs, The settlement eventually 
negotiated was only made when the Medici 


banking group had already gone pieces. 


(b) have already said that loans sover- 
were the Horse Troy introduced into 
the fortress the splendid Medici enterprise. 
But they were not the only cause the Me- 
dici’s ruin, just the credits granted Ed- 
ward the Bardi and the Peruzzi were not 
the only cause the famous collapse their 
companies the middle the fourteenth cen- 
tury. have attempted elsewhere describe 
the circumstances which contributed the fall 
these companies which Villani called the 


(4) primi tre libri della famiglia, edited 
F.C. Pellegrini and Spongano, Florence, 1946. 


pillars Christianity and which accelerated 
the historical transition from the Republican 
government Florence the Signoria which 
eventually surpassed the boundaries the city 
and included the whole region. Some these 
circumstances help explain the downfall 
the Medici banking concern, including some 
connected with organisation, though naturally 
the characteristic features were not exactly the 
same. the case the former companies 
business reached such dimensions that could 
longer controlled from the main office 
which grew weak and disunited more and 
more outside partners came into the family 
concern: hence, interior conflicts which result- 
slackening discipline and fraudulent 
behaviour the part the personnel the 
branch offices. the case the Medici the 
relaxed their control their busi- 
ness enterprises they became more and more 
involved politics. What difference there 
was fact between the behaviour old Cosi- 
and that Lorenzo the Magnificent And 
what lot trouble was caused this change 
behaviour! There doubt that under 
the iron rule Cosimo, who bent 
ners and personnel his will, the lack 
initiative was detrimental since very often 
rapid decisions would have needed taken 
opposition not only with precise orders, but 
even with the general lines action imparted 
the governatore when -he left Florence 
manage subsidiary. And there was 
telephone telegraph for asking permission 
for transmitting advice orders. However 
hard the merchant bankers tried overcome 
distances quickly and safely possible, they 
could not exceed the resistance men and 
horses, even posts and changes were more 
frequent and better organised than they had 
been the past. 

When Lorenzo, showing little interest 
business affairs, left matters almost completely 
the hands the local managers soon 
became apparent that there was complete lack 
general vision, single strong will hold- 
ing the reins the various transactions. 
was then that personal ambitions came the 
fore, causing serious damage the undertak- 
ing; the personnel the branch offices actually 
revolted certain cases (even against Antonio 
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Bernardo de’ Medici, for instance, who was 
relation Piero and junior partner and 
who had called back from Bruges after 
struggle that lasted for years); rash decisions 
were taken which had nothing common 
with what spoke the daring but well 
calculated ventures the main office, and 
fraud and deceit became far from unusual. 
When Cosimo was still alive, Agnolo Tani had 
already imprudently engaged the company 
unfortunate deal with firm Lombard 
lenders, whose bankruptcy came very near 
compromising the future the Bruges branch. 
1484, result Lionetto de’ Rossi’s 
repeated acts dishonesty, the Lyons branch 
was the verge collapse. Meanwhile Tom- 
maso Portinary had bound the fate the 
Flanders branch too closely the political for- 
tunes Charles the Bold, whose friendship 
caused him great pride and permitted him 
yield considerable influence (5). 

literary and artistic interests and standard 
living typical the courts the Renaissance 
absorbed the Medici more and more, that the 
figure the general manager could succe- 
overcoming the damage caused the 
If, under Cosimo the Elder, Francesco Inghi- 
rami diligently put himself into his work, in- 
telligently seconding his brilliant yet cautious 
master, the same cannot said Francesco 
Sassetti, adviser Piero and Lorenzo de’ Me- 
dici who gave him the significant title our 
minister show the extent the confidence 
placed him. who had shown 
certain zeal under Piero, allowed himself 
carried away, like Lorenzo the Magnificent, 
passion for literature and the collecting 
works art and manuscripts; also was fond 
the company humanists. All these occup- 
ations which were certainly more amusing than 


(5) The following may cited instances the satisfac- 
tions that fell him: was one the witnesses the 
ratification the alliance between France and Burgundy which 
was signed his house; was present the meeting which 
took place Tréves between Charles and Emperor Frederic 
waiting eagerly spread precious oriental carpets from the 
Medici warehouses before the feet his Prince who had 
cherished the illusion that was about crowned king; 
acted Ambassador Charles the Bold the Duke 


reading dry business reports and balance sheets 
help explain the disorderly management 
the last years, the rash actions local 
and the swindling. 


(c) But the removal the Medici from the 
actual management the enterprise was not 
only due the facts set forth above. Since 
political interests and the patronage art and 
literature called for growing expenditure the 
Medici, who earlier years had enlarged the 
fund known del corpo della 
(above and beyond capital) their enterprise 
re-investing such part the profits 
was due them after each 
longer followed this practice later 
What worse, they went drawing out 
money until they had exhausted their original 
deposits and actually had ask for advances. 
Thus 1494, after Piero Lorenzo had been 
driven out Florence, his liabilities the 
Bank exceeded his assets including his stock 
capital over 11,000 gold florins and further 
debt over 7,500 gold florins was charged 
the personal account Cardinal Giovanni 
de’ Medici, later become Pope Leo 

Here too what difference between the 
thriving business into which the Medici had 
poured their personal funds like rich, 
giving blood and the enterprise they ruined 
applying both the main and branch offices 
for credit. 

(d) Lastly Roover draws attention the 
fact that the Medici Bank operated 
favourable period; the fifteenth century, the 
value the gold florin (on the basis which 
prices were calculated international trade) 
rose ever increasing rate owing the 
debasement the silver currency and 
change the market ratio between gold and 
silver (6). the one hand the constant fall 
prices gold coin reduced the profits 
business and the rise the value gold caused 
serious situation due losses payments 
due from France, England and Flanders, whose 
silver currency had depreciated terms 
gold. the other hand the burden their 
liabilities with depositors grew heavier and 
heavier the purchasing power gold 


(6) Studi Stodia della Moneta, 1,1 
dei cambi Italia dal secolo XV, Pavia, 1948. 
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ed, since both the repayment capital and 
the payment interest had gold. And 
the Medici had turn more and more 
rather harmful deposits the bulk their 
really sound resources those above and 
beyond their stock not only 
longer increased the past when business 
thrived and large dividends were re-invested, 
but dwindled result the withdrawals 
already mentioned. Certainly reduction 
the rate interest offered their depositors 
would least have brought some relief, but 
obviously the Medici feared the adverse effect 
such step their credit. When the im- 
possibility paying any interest all suddenly 
revealed the desperateness the situation 
the public, ruin followed almost immediately. 

Like the big companies the fourteenth 
century, the Medici too succombed the effects 
excessive recourse When earn- 
ings were longer sufficient whatever may 
have been the cause which was certainly not 
the same both cases cover interest 
charges, the intrinsic weakness the whole 
became apparent and 


collapsed. 


The the Branches and the 
Final Collapse. 


All that now remains done 
establish the exact moment various collapses 
which led the final crash. The Bruges 
branch was liquidated 1478 and taken over 
the former manager Tommaso Portinari who 
paid Lorenzo 16,600 florins. This settlement 
left Portinari practically without working ca- 
pital; eventually ruined himself vain 
attempt claim the credits and pay the debts 
which had taken over with the bank. 

did not into bankruptcy and 
was able leave the Bruges affairs his 
nephews, when returned Florence, Por- 
tinari owed this largely the favor the 
princes whom served rather with diplomatic 
missions than with Maximilian sent 
him ambassador the Duke Milan 
1487, and Philip the Fair sent him 1496 
the King England whom had been 
sent six years previous his former maggiore, 
Lorenzo the Magnificent, order conclude 


commercial treaty which would have made 
Florence the staple for English wool the 
Mediterranean 

Matters developed along very much the 
same lines London. Just Flanders had 
been necessary basis from which the ma- 
terials and tapestries the Flemish specialised 
could imported and which typical Flo- 
rentine fabrics and essential raw materials such 
alum could exported, the English market 
was outstanding importance for the purchase 
wool. There too was necessary submit 
the demands the sovereign under con- 
ditions which had become increasingly un- 
favourable since the times the Bardi and 
Peruzzi companies. fact the industrial 
development England, while caused native 
merchants more and more hostile 
foreign merchants importing finished articles, 
also reduced the supplies fleeces available 
for export since there was local 
demand for them. sufficient mention 
that whereas England’s yearly exports raw 
wool totalled 30,000 sacks about 1350, under 
the reign Edward III, they had dropped 
barely 5,000 sacks 1500 although sheep were 
being bred more extensively. the other 
hand, exports manufactures which only 
reached 5,000-6,000 bales 1355 had risen 
over 60,000 bales 1500 for the merchant 
adventurers alone (7). Under the circumstances 
was obviously out the question refuse 
the demands sovereign who only granted 
export licences return for loans. these 
loans had been necessary for Edward III 
finance his wars against Scotland and start the 
Hundred Years’ War, they were equally in- 
dispensable for Edward engaged the War 
the Roses, the dynastic struggle against the 
Lancasters. For his first victory 1461 
had already incurred debts with the Medici 
and early 1464, the time Cosimo’s 
death, the London branch was having serious 
difficulties from which seemed recover 
1467 when, the result general state- 
ment accounts being drawn between the 
Medici and the English treasury, the king un- 
dertook repay all that had borrowed. 


(7) Luzzarro, Storia Economica Moderna, 


2nd, ed., Padua, 1938, 252. 
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Unfortunately, however, Edward 
started pay off his debts when, 1470, 
was driven out England; nor was 
position, when reascended the throne the 
following year, resume the payments had 
undertaken make. Meanwhile conse- 
quence the political vicissitudes, many the 
rebels who owed money the Medici had 
been killed and their property seized. The 
London branch was liquidated 1478 the 
same time the Bruges branch, Losses total- 
ling 51,593 florins were written off. 

There doubt that 1478 was crucial 
year for the Medici, not only because the 
above-mentioned collapses merchant and 
banking enterprises, but also politically, for 
was the year the Pazzi conspiracy from 
which Lorenzo escaped miracle, while his 
brother Giuliano was slain. 
cessary re-examine the whole situation and 
Lorenzo the Magnificent had turn for sup- 
port his most powerful friends among the 
foreign potentates. decided apply for 
help Louis France who called him 
mon cousin, generously waving aside the fact 


his plebeian birth since Lorenzo could 
helpful him economic matters. But this 
time was Louis who had the upper hand 
and availed himself this opportunity 
obtain from Lorenzo what had been ask- 
ing for long time, though receiving only 


partial satisfaction. Until now the Medici, 
who had interests three foreign countries 
Flanders, France and England had favour- 
simutaneously princes who where hostile 
one another: the one side Edward and 
his brother-in-law Charles the Bold and, 
the other, Louis XI. Now the moment had 
come when definite decision had taken; 
the same circumstances repeated themselves 
the case the Bardi and the Peruzzi 
hundred years They too, being un- 
certain whether victory would fall Ed- 
wad III Philip Valois, had sided 
with both, but when the King France 


discovered their agreement with his English 
rival, seized their property and imprisoned 
the personnel their branch offices that 
they were obliged limit themselves one 
side only with the result that, like those who 
place their money horse that loses, they 
had bear the consequences. true that, 
the case the Medici, fortune was smile 
Louis XI, but nevertheless the conditions 
laid down were very hard. Very likely the 
branches London and Bruges would have 
had wound any case, but certainly 
the decision liquidate them was influenced 
small degree the new trend 
renzo’s policy. 

Since the Venice branch, one knows 
why, had disappeared before 1470, the only 
branches that remained after the Pazzi conspir- 
acy were that Lyons abroad and those 
Rome, Florence and Milan Italy, which must 
have had fairly solid foundations since they 
were drawn considerable extent 
1477-78. 1494, when Piero Lorenzo was 
driven out Florence and the Medici pro- 
perty was sequestered, what remained the 
undertakings the Medici the branch 
Giovanni Bicci was wound up: these miser- 
able remains consisted merely deficits, par- 
ticularly Rome where said deficit amounted 
11,243 florins. 

Thus even the Medici Bank was able 
escape the fate all the companies that 
followed upon one another from the thirteenth 
century onward, all which rose rapidly 
power and then precipitated very much the 
same way. Each company that filled the 
place another that had failed had larger 
markets and did bigger business. Both the 
public and the partners themselves seemed 
stronger and better fitted challenge all 
difficulties. But those «compagnie» dared 
beyond their potentialities. And for each 
turn the moment came when they were reveal- 
for what they really were: colossuses with 
feet clay. 
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LUIGI FEDERICI 


The movement Italian stock ex- 
changes since the end the war has greatly 
disappointed those interested the rise 


prices industrial stocks. 


INDEXES PRICES ITALY 100) 


Commodities 
(Wholesale) 


Industrial 
Stocks 
730 
1,357 

June 1,347 


Monthly Averages 


2,059 
5,215 


Source: Monthly Bulletin Statistics, Novem- 
ber 1949. 


(a) stock prices are not adjusted the 
level currency devaluation; 

(b) this due technical restrictions 
(deposit the price for futures), fiscal 
restrictions (negotiation surtax) and juridical 


restrictions (registration stocks) enforced 
the Government until few months ago 


the free play the market (1). 

will seen afterwards, these two 
beliefs are unwarranted. particular, there 
good reason whereby the rise the prices 
stocks should equal the rise the 
prices commodities, even after sufficiently 
long period. The hypothesis also consistently 


assuming that industrial stocks are shares 
ownership capitals invested predominantly 
land, buildings, machinery, commodities, 


disproved comparing the relative price levels 
the main countries that participated the 
war (see Table 


INDEXES INDUSTRIAL STOCK PRICES (S) AND WHOLESALE PRICES (W) 


France Belgium Netherlands Canada 


(1938 100) 
Year 


19495. 
1949, 


Source: Monthly Bulletin Statistics, November 1949. The above figures are only indicative 


comparisons are not possible, 


etc., was thought that, owing the decreased 
purchasing power the currency, the prices 
those stocks would adjust the commodity 
price level. Table shows, the contrary, 
that the rise the prices stocks has been 
time lower than that commodities. 

The anti-inflationary policy that started 
September 1947 gradually killed hopes that 

would soon set in. However, still 
generally believed Italy that: 


must admitted, however, that the two 
beliefs are appealing, owing also their easy 
enunciation. prove that they are wrong, 
necessary summarize the effects the 
Stock Exchange the main events Italy’s 
economic policy and situation the last three 
years. 


(1) The provision that stocks must registered still 
force, although its advisability the object lively dispute 
the financial and political press, 


375 293 177 140 166 137 135 

1712 162 389 275 217 145 210 194 

1812 159 366 288 230 130 197 200 


trace the movement Italian stock 
exchanges from the beginning 1947 the 
last months 1949, the indexes the prices 
and the quantities exchanged industrial 
stocks will used this article. These in- 
dexes were constructed this author for the 
the Bocconi University Milan; they are 
computed under his direction and published 
each quarter, with his comment, the ma- 
gazine Borsa Valori, published the above 
mentioned Institute (2). 

not possible expound here the metho- 
dology used for constructing those indexes (3). 
is, however, necessary give the following 
brief information 


(a) these indexes are relative certain 
averages, different according each index, 
the 1938 base. However, all indexes are con- 
the January 1947 base. 

(b) the market industrial 
considered one time speculation market 
and another time investment market. 
Therefore, the field prices, speculation 
and investment index are com- 
puted. 

(c) the speculation index covers the clos- 
ing prices the Milan Stock Exchange 
selected industrial stocks that were the object 
intense speculation both 1938 and after 
the war. This index includes series having 
variable base (the quotation each date 
related that the date immediately preced- 
ing) and chain series (unweighted arithme- 
tical mean maximum and minimum prices 
100). 

(d) the investment index 
closing prices selected industrial stocks 
that are generally preferred for investment 
purposes the Stock Exchange where each 
stock most active. The index given 
the ratio between the market value and the 
par value the capital stock the com- 
There are, therefore, four series 


figures: the first showing the par value the 


(2) The editor Borsa Valori hereby thanked for 
permission use the statistical 

(3) This can found Borsa Valori, No. 1947 
and No, 1948, 
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total capital stock; the second showing the 
market value, the value determined 
the prices the market, the total capital 
stock; the third (ratio between the second and 
the first) showing the market value terms 
par value; the fourth compares the latter 
ratio with similar ratio (made equal 
computed for 1938. The true index given 
each the last two series; the first two 
series are, however, useful because they explain 
the fundamental causes the changes the 
index. 


correspondingly with the speculation 
index and with the investment index, two quan- 
tity indexes are calculated; they cover the 
number shares exchanged each time stock 
exchanges and are computed the same way 
the speculation index. 


(f) all indexes are calculated each 
Tuesday and Thursday. 


worthwhile examining now, first 
all, the Stock Exchange 
market considering, for simplicity’s sake, only 
some significant figures the chain series 


the speculation index (see Table 


SPECULATION INDEX (PRICES) 

(1938 

Percentage 
and Day indexes Theoretical 
Total rate 


The figures the first column Table Ill 
show that the beginning 1947 the average 
price level the selected stocks was almost 
eleven times high 1938. But, the four 
subsequent months the boom was intense 
boost the index level times high 
prewar. The decline started thereafter and 
still continuing, even times there have 
been some upturns. the end September 
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1949 the index was only seven times high 
prewar and, although had risen from 
the minimum level for the whole period (626 
June 28, 1949), was not possible think 
that inversion trend may soon set in, also 
because nothing significant had happened 
Italy warrant this assumption. 

However, the downward trend has been, 
each time, spending itself out and the upturns 
have been less and less marked. prove it, 
enough look chronologically the minus 
changes and the plus changes, respectively, 
the other two columns Table From 
the total changes between each couple figu- 
res appears that the movement both 
directions became always smaller. The theo- 
retical rates increase, computed the for- 
mula the compound interest the base 
the number stock exchange meetings that 
took place each time period, show that the 
market, after steep decline from May 1947 
March 18, 1948, shot upwards. However, 
the bull lasted only one month (to April 20, 
1948) and was overcome new strong bear. 
Only after July 20, 1948 the market, even 
remaining substantially bearish, experienced 
stability, with relatively small and 
rather lasting fluctuations. 

The figures Table IV, showing the quan- 
tity index the selected speculation stocks, 
trow light the course the market. 


SPECULATION INDEX (QUANTITIES) 
(1938 average 100) 


Percentages Average 
the indexes values 


Time periods the 

rise decline indexes 

May 1947-March 18, 1948 107 
July 21, 1948-Jan, 21, 1949 
January 22-June 28, 128 


The time periods Table correspond 
the alternate price trends which has 
been previously spoken. thus possible 
see that the quantity exchanges was 
consistently higher the periods price 
decline, except for the third period when the 


rise prices was coupled with exceptional 
amount exchanges. the whole, however, 
from January 1947 September 29, 1949, 
the quantity industrial shares exchanged was, 
average, rather small, was close 
enough the 1938 average. Furthermore, 
each the seven periods considered, there was 
never decided trend the intensity ex- 
changes, shown the fact that the 
number the indexes the rise (increasing 
exchanges) was, general, almost equal the 
number the indexes the decline (decreas- 
ing exchanges). 

The causes the above trends the spec- 
ulation market should now mentioned. 
However, since the discussion generally 
similar that referring the investment 
market, preferable describe first the 
trends that were manifest the 


The investment index, has al- 
ready been explained, covers four series fig- 
ures, the last two which (see Table 
represent the real indexes. Only the most 
significant figures each series are shown 
Table because they are sufficient convey 
good picture the movement the average 
price the selected industrial stocks. 


INVESTMENT INDEX (PRICES) 


Year, Month 
and Day 


1947: January 190,202 
April 14,578 469,146 
1948: March 35,606 161,723 
April 35,642 282,018 
Dec. 70,179 242,637 
1949: Sept. 113,260 276,978 


(a) Amounts, millions current lire, the par 
value the capital stock the selected corpora- 
tions, 

(b) Amounts, millions current lire, the market 
value the capital stock the same corporations. 

(c) between and Vn, 

(d) Indexes the above ratios 


allowance has been made, the figures 
the market value (Vc), for the differences 
accountable payment dividends and 
detached option rights. Furthermore, all fi- 
gures are rounded. These imperfections, how- 
ever, not change the general picture the 


434 

3.46 189 


trend and alter comparisons from one time 
period another only negligibly. 

Any the last two series shows that, also 
the investment market, prices, after steep 
rise from January April 30, 1947, declined 
subsequent months. Also this market 
the fall quotations was occasionally interrupt- 
upturn. However, the decline proved 
always the strongest. this way the index 
declined 1/7 from January 1947 Sep- 
tember 29, 1949 (to 1/12 from April 30, 1947 
the same date); this time stood only 
1938. 

has already been said, the index 
relates the ratio between market value and par 
value the capital stock similar ratio 
(taken equal 100) 1938. this latter 
year the Stock Exchange valued more the 
par value the total capital stock the 
selected corporations. the index shows 
it, the Stock Exchange valued said par value 
16.24 times more January 1947, and 31.18 
However, September 29, 1949 these high 
figures shrank only 1.44 times more than 
the par value and, even was still higher 
than 1938, the market value had fallen con- 
siderably from the previous high level. 

the arithmetical reasons this 
phenomenon necessary consider the 
changes that occurred the figures under 
columns and (see Table VI). 


TOTAL CHANGES AND PERCENT. CHANGES THE 
PAR VALUE AND THE MARKET VALUE THE 
CAPITAL STOCK THE SELECTED CORPORATIONS 


Changes 


Jan, 2-April 30, 1947 3.5 147 
April 30, 1947-March 18, 


Looking the signs Table VI, 
appears clearly that, while the par value al- 
ways increased, the market value times in- 
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creased and times fell. appears also that 
when the changes had all the same sign and, 
therefore, both and increased, the 
crease the market value was smaller than 
the par value, except for periods and 
when the contrary was true and which 
periods both indexes and 

now easy explain why the two 
dexes changed, each the periods shown, 
the direction and the amount already seen, 
the first period, the large increase 
the market value the capital stock the 
selected corporations was partly balanced 
the concurrent increase the par value 
the same capital stock: therefore, the in- 
crease the indexes was smaller than that 
the market value. the second period, the 
market value decreased (by while the par 
value increased considerably (by owing 
the substantial increases the capital stock 
effected those eleven months good 
number the corporations: therefore, the 
decrease the indexes was larger than that 
the market value. And the same reasoning ap- 
plies the other periods. remembered 
that from January 1947 September 1949 
the par value the capital stock the 
selected corporations increased 102 billion 
lire more than while the 
market value the same capital increased only 
explained why the same period there was 
downfall both indexes from 17.24 2.44 
and from 946 134). 


The fall the investment index was, 
therefore, the result two concurrent causes: 
(a) the issue new shares the corpo 
rations and (b) the inability the market 
keep least unchanged the average price 
each share while the quantity was being in- 

These two causes have clear economic 
meaning; before discussing it, is, however, 
worthwhile examining briefly three 
problems. 

First all, interesting see the 
behavior the average price each group 
stocks which possible classify the 
selected stocks according the 
official list. this purpose useful 
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ial investment indexes similar the total 
indexes and used the preceding para- 
ph. However, make considerations brief 
and simple, better take only indexes 
the type 100) and divide the total 
considered into two partial periods 
only (see Table VII). 

VII 

INVESTMENT INDEXES (PRICES) THE TYPE 

GROUPS INDUSTRIAL STOCKS 
100) 

Percentage 

variations 

Jan. Increase (+) 


(2) (3) (4) (5) 
Electrical 750| 122 |+116 


Column Table VII shows that the in- 
dexes the seven groups stocks decreased 
almost the same proportion from April 30, 1947 
September 29, 1949. The decrease was only 
smaller for textiles and miscellaneous 
(which include also companies processing rub- 
ber, cement and paper). The same indexes, 
however, increased very different pro- 
portion from January April 30, 1947 (see 
column and, furthermore, their relative 
were great variance the beginning 
1947 (see column 1). Therefore, also 
September 29, 1949 their relative levels were 
very different: while textiles were 628, 
miscellaneous were 391, real estate 176, 
all cases). The minimum 
was reached metal and machine that were 
only the prewar level. 

comparing the figures column with 
those column can seen that all in- 
dexes September 29, 1949 were lower than 
January 1947. However, while their 
order increase relative 1938 did not change 
the period, the difference from one group 
the other became more less large 
ing the greater smaller resistance offered 


Causes the Decline the Stock Exchange Italy 215 


each group the declining trend. 
matter fact, the index textiles made 
equal 100 and all other indexes are related 
it, the proposition will appear clearly: 


Stocks Jan. Sept. 29, 1949 
Textile 100.0 100.0 
Miscellaneous 47.6 45-4 
Food 20.6 
Financial 40.2 17.3 
Metal and machine 6.7 7.4 


The above figures show clearly that the 
order the seven indexes did not change 
from January 1947 September 29, 1949, 
but the relative advantage between each group 
and the others changed. 

The cause these changes can readily 
seen the changes that took place the 
meantime the par value (Vn) the capital 
stock are compared with the changes the 
market value (Vc) for each the seven groups 
stocks: 


Percent. changes from Jan. 


1947 Sept. 29, 1949 
Textile 480 +28 
Electrical 1,086 +92 
Metal and machine 308 


appears thus clearly that, except for the 
metal and machine group, and with ex- 
change place between financials 
tricals, the order the groups, growing 
increase par value the capital stock, 
equal that, seen before, the same groups 
declining price indexes. 

appears thus the conclusion, already arriv- 
when the changes the total investment 
index were examined, that the larger was the 
increase the par value the capital stock 
the corporations the group, the larger 
was, general rule, the decline the stock 
price index the group those corporations, 
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The second problem examined 
consists the relation existing between the 
price trend and the volume transactions. 

Also this case, make considerations 
short, only some figures taken from the series 
the quantity index exchanges invest- 
ment stocks will examined (see Table VIII). 


INVESTMENT INDEX (QUANTITIES) 


(1938= 


Percentage 
the indexes 


Average 
values 


the the chain 


Time periods 


January 2-April 30, 138 
May 1947-March 18, 1948 155 
March 19-April 20, 1948 356 
April 21-December 14, 1948 


Dec, 15, 1948-Sept. 29, 1949 134 


That table shows clearly that the volume 
exchanges was always large independently 
from the price trend prevailing each period; 
matter fact there was exact correla- 
tion between the price trend and the quantity 
shares exchanged. 

Under this aspect, therefore, the behavior 
the investment stock market was consider- 
ably different from the speculation stock market 
(see para. 3). Furthermore, while the 
speculation market there was never decided 
trend for the rise for the decline the 
volume exchanges, the investment market 
there was, the contrary, strong predom- 
inance meetings with rising exchanges, 
two periods least (the third and the fifth). 

conclusion, can affirmed that the 
investment stock market was, general, much 
more active than the speculation stock market; 
instead, for what concerns prices and this 
the third problem examined the 
contrary true. 

Table IX, the speculation index (chain 
series) and the investment index (of the 
type) are compared the same dates respec- 
tively indicated paras. and However, 
make immediately evident the behavior 
the two indexes, the figures each series are 
made relative the January 1947 100) 
base. 


the dates well the figures are taken 
into account, can readily seen that: 


(a) the speculation market the rising 
trend lasted, general, longer than the 
investment market from January 
May 1947 the former and from January 
April 30, 1947 the latter; from July 20, 
1948 January 21, 1949 the former while 
prices remained practically stable the latter), 


PRICE INDEXES INDUSTRIAL STOCKS 
January 1947=100 


Year, Month and Day 


Investment 
index) 


Speculation 
(chain index) 


100 
April 
March 
April 
July 
December 


January 


(b) viceversa, the investment market 
the declining trend lasted, general, longer 
than the speculation market (f.i., from 
April 30, 1947 March 18, 1948 the former 
and from May 1947 the same date the 
latter; from April December 14, 1948 
the former and from April July 20, 1948 
the latter). 

(c) the rise was, general, higher 
the speculation market than the investment 
market. 


(d) finally, the speculation stock price 
index declined much less than the investment 
stock price index. 


Summarizing, can concluded that the 
stock speculation market, while was less active 
than the stock investment market, proved 
ways stronger than the latter. 

However, this conclusion 
Assuming, seems that the above 
indexes are representative the phenomena 
under consideration, the speculation market 
should have proved more responding than the 
investment market the prevailing price 
trend. This happened, indeed, the boom 
period starting the beginning 1947. From 


1947 
ste 
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January May 1947 the speculation index 
increased while the investment index 
increased only However, during the 
succeeding downward trend and, each time, 
September 29, 1949, the speculation index 
declined much less than the investment index 
and, many times, showed upturns that did 
not appear the investment market and that 
had, anyway, negligible consequences. 

Owing some reason other, therefore, 
the speculation market did not succeed (and 
maybe still does not succeed) anticipate 
the effective price trend industrial stocks 
Italy. The likely causes this inability will 
discovered analyzing the reasons that, 
most likely, were responsible, first for the rise 
and then for the decline Italian stock ex- 
changes. 


The most widely accepted justification 
the boom that lasted for about the first four 
months 1947, has already been said, 
was the fact that the average price level 
industrial stocks was not yet adjusted the 
average level reached from prewar com- 
modity prices. 

The opinion that, following currency 
devaluation, stock prices must rise the same 
level commodity prices is, already stated 
para. superficial and erroneous. 
matter fact, one hand, that opinion ex- 
plains the movement prices giving 
predominant, not exclusive, weight the 
currency factor and neglecting the fundamental 
and direct causes offered changes the 
supply and demand; the other 
hand, founded the misunderstanding 
that the supply and demand for stocks iden- 
tical the supply and demand for commodities. 
give example, the demand (supply) for 
woollen cloth, consideration its origin and 
its purpose, different from the demand 
for stocks woollen corporations; 
therefore, even the price woollen cloth 
period much more than the 
price woollen stocks, there would not any 
reason affirm that the price that 
not adjusted the price woollen 
cloth. 

Once this misunderstanding cleared, the 
fact that stock prices were the beginning 
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1947 lower level than commodity prices 
represents only one feature that, that partic- 
ular time and that particular situation 
the Italian economy, contributed, through 
orientation collective psychology, change 
the data the Stock Exchange way 
favorable the rise. stressed, how- 
ever, that the time and the particular situation 
are essential understand the dynamics 
the Stock Exchange during that period; other- 
wise, impossible explain why the differ- 
ence between stock prices and commodity 
prices, already existing 1945 and 1946, and 
that continued exist after April 1947, was 
the cause the stock advance only that 
particular period. 

The fact that price differential only 
pretext for bull, which takes place when 
the situation favorable, when there are 
specific conditions that, relatively the supply, 
cause the rise the demand for stocks 
certain price. These conditions, the first 
four months 1947, were: 


(a) the expectation further inflation 
and, therefore, further fall the value 
the currency; 


(b) the expectation numerous and 
large book revaluations the fixed capital 
(land, buildings, plants, machinery) the 
corporations whose stock was quoted the 
Stock Exchange; there was, therefore, the ex- 
pectation free issue new shares 
free increase the par value the existing 
shares. 

Those two expectations concurred increase 
the demand for, and decrease the supply 
stocks. Viceversa, the increased industrial 
activity and the large profits some industries 
the time, owing the development ex- 
ports (4), must have contributed negligibly 
the stock price advance. matter fact, 
however large, within possible limits, could 
have been the expected dividends, the yield 
almost all stocks quoted the Stock Exchange 
would have resulted very low relation 
the prices prevailing January 1947. There- 


(4) The general index industrial production Italy 
increased from 118 from January 
July 1947. Italy’s exports (monthly averages millions 
current lire) increased from 5,381 1946 28,294 1947 
(Source: Monthly Bulletin Statistics, No, 1-2 1949). 
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fore, the profit consideration, taken itself, 
should have curbed, and not stimulated, the 
advance. 

Furthermore, two facts prove that the boom 
the first four months 1947 was prompted 
considerations the capital value, and not 
the income, industrial investments. The 
first that already the preceding year, the 
stock market became bullish after the issue 
ministerial decree May 27, 1946, allowing, 
within certain limits, the book revaluation 
capitals corporations and the transfer the 
balances increase the capital stock. The 
ensuing lively price advance was, however, 
curbed soon corporations did not avail 
themselves that faculty order not pay 
the Government, decreed September 13, 
certain cases, the above mentioned balances. 

The second fact that electricals participat- 
little the rise the first four months 
1947; April 30, their average market price 
was only their average par value, 
compared with prices for textiles, 
for food stock, for 
that the electric industry one having 
large proportion fixed capitals and that, there- 
fore, was logical expect that electric cor- 
porations would have very large book re- 
valuation, the disinterest the market for elec- 
trical stock may explained only assuming 
that fears projected nationalization the 
electric industry, then widespread 
deprived sufficient security the expectation 
earning capital account (5). 


Stimulated these causes, the stock 
market became bullish the beginning 
1947; the advance became soon high and fast 
owing the appearance the market 
increasingly large number occasional and 
inexperienced speculators. 


(5) Similar considerations, although for other reasons, can 
made for metal and machine stocks, that behaved like elec- 
trical stocks the period price advance. The capital situation 
the corporations that group has, matter fact, 
become, with some exceptions, very also after the 
second world war. Therefore, there could not expectations 
book revaluation fixed capitals necessary for free 
increase the capital stock, 
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The deposit the the price 
share future proved inadequate curb the 
boom, that was considered morally bad 
some political quarters and 
opinion well dangerous technically (in 
the first months 1947 the money market was 
very liquid Italy owing the galloping 
inflation and, therefore, speculators for the rise 
either had the money for the deposit could 
get rate interest favorable respect 
the profits made possible speculation). 
The Government decided then act, this time 
directly (it had acted indirectly when issued 
the above mentioned decree September 13, 
1946), recalling into force, April 1947, 
the negotiation surtax stocks, amounting 
half which chargeable the buyer 
and the other half the seller. 

This provision, however, did not succeed 
curb the rise, both because 
devised and because could not reverse the 
existing situation and the collective psychology 
the market. 

For what concerns the structure the 
surtax, evident that the purpose 
contrast price advance, necessary have 
the demand fall without reducing the supply, 
better, even increasing the latter. 
remembered that the surtax was levied equally 
curbed the demand, curbed the supply well. 
would useless affirm that the speculator 
for the rise buys sell and that, therefore, 
the one who paid the whole surtax 
because rising market the certainty pay 
the the price cashed the Treasury 
curbs the sales both those that must close 
their speculation operations and those who, 
enticed the high prices, would like liq- 
uidate their stock investments. The tax, there- 
fore, inducing, each time, potential sellers 
wait for higher price, caused decline 
supply. 

tax charged only buyers, even 
unjustly onerous those who would have 
liked purchase shares for investment purpo- 
ses, would have been, coeteris paribus, more 
effective curbing the rise. However, would 
not have been entirely effective because, and 
this the second cause the failure the 
tax provision, the profit deriving from the rise 
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was high enough consent easily the payment 
the tax. The following figures, show- 
ing percentage changes the speculation index 
from one date over that preceding, 
will prove it: 


6.74 

7-00 

0.87 

9-53 

14.04 

2.10 

May 3-93 


clearly seen that the tax, even 
high, could not discourage operations earning 
few days gross profits percent, 
and more. 

The stock price advance would have con- 
tinued most likely, but for turn Italian 
monetary policy April-May 1947. the 
beginning, the new directives, consisting 
«advice the Bank Italy all banks, 
addressed exclusively against 
speculation the Stock Exchange, because 
they affected the granting credit for contan- 
Then was seen that they aimed, 
through new control liquid reserves that 
banks had hold security for deposits, 
restrict the liquidity the money market. 

not the purpose this article 
discuss the purpose and the consequences 
that policy, which have, anyway, been examin- 
many times this Review, also this 
author (6). will sufficient say that 
consider that policy aiming: 
(a) cause decline the prices commodi- 
ties forcing liquidation inventories; 
facilitate the financing the Treasury 
with the already existing money supply. But, 
interpreting that policy this way, which 
the individuation the technique used for 
stopping inflation, the effects that policy 
the Stock Exchange are discovered, because 
the situation and the expectations that 
Were the cause the advance stock prices. 
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The Italian Stock Exchange reversed 
its trend without waiting for the new anti- 
inflationary monetary policy develop. The 
price decline started soon the money 
supplied banks the Stock Exchange be- 
came scarce well dear. effect, the 
scarcity money was more responsible than 
the dearness for turning prices down. 

too bad that not possible support 
this statement with statistics. trusted, 
however, that everybody will admit that 
strongly rising market can afford pay 
even within certain limits, that can very 
wide practically high rate interest 
the amounts money borrowed, while 
cannot stand long under the pressure scarce 
credits. This will appear even truer 
remembered that the amounts money needed 
speculators for the rise become larger, other 
conditions being equal, the rise grows, owing 
the price advance. the case under con- 
sideration, the speculation index rose (see 
Table III) from 1,091 3,041 from January 
May 1947. Under the condition 
equal number transactions and equal 
average bank credit requirement, the amounts 
money needed for contangoes had, therefore, 
increase from 100 279. consider- 
ation here given (because took place out- 
side the Stock Exchange) the amount 
money invested banks financial contan- 
goes short term loans guaranteed 
stocks), that was large Italy that time 
because enterpreneurs were inclined use all 
their credit potential increase their inven- 
tories, buy commodities, even for personal 
use, and export capital (7). 

the assumption that the gradual scarcity 
the money market was responsible for re- 
versing the trend the Stock Exchange 
accepted, also explained the price decline 
the stocks preferred speculators without 
insisting the psychological cause that acted 
mostly widening the movement. Further- 
more, will also seen the reason why the 
investment index started decline more than 
the speculation index; Table shows it, 


(7) For such facts, see the article quoted note 
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March 18, 1948, while the speculation index 
declined 39% only. 

The fact that the policy bank credit 
restrictions, applied first the Stock Exchange 
only and then industry, forced look 
elsewhere mect the money requirements. 
was also, therefore, necessary sell stocks 
bought previously for investment purposes. 
not possible estimate the importance 
this cause the gradual price decline the 
investment securities (including here industrial 
stocks well public and private bonds), 
owing the fact that, will seen below, 
other causes contributed concurrently increase 
the supply and bring down the demand for 
those securities. However, credit restrictions 
were the likely main cause, least until the end 
1947, the decline the Stock Exchange, 
because the sale shares (and bonds) re- 
presented, most likely, the simplest and fastest 
means used, either their own will 
through compulsion, first speculators for the 
rise confronted now with decline, and then 
those who had balance their bank ac- 
count deficits who had replenish their in- 
ventories refund financial contango. 

The above considerations show clearly the 
cumulative effects the anti-inflationary policy 
private finance and, indirectly, stock 
prices. the beginning, the smaller bank 
credits affected mostly speculators securities 
causing price decline that magnified fu- 
tures based the rise had 
wards, credit restrictions affected production. 
From that moment onwards the effects the 
Stock Exchange overcame the capacity spec- 
ulation, magnified, maybe unexpectedly, the 
first decline effected the ablest speculators 
and, mostly, changed radically the basic con- 
ditions that each time regulate the activity and 
the trend the stock market. 


Other causes, however, has been 
said previously, contributed depress prices 
investment stocks and, this way, keep 
the speculation index continuously higher 
level than the investment index. 

tell the truth, this phenomenon, that has 
already been stressed many times, can part 
ascribed the construction itself the 
investment index. Since this index not based 


the absolute value, but the relative value 
(market value divided par value 
para. the capital stock the selected 
corporations, the par value increased, 
owing book revaluations the assets, 
disappears, coeteris paribus, the reason whereby 
the market value higher than the par value 
and, therefore, the index declines. 

This effect must kept well mind when 
speaking increases capital stocks because, 
Tables and show it, the selected 
corporations effected the greater part their 
capital stock increases right after the lira was 
effectively stabilized. However, there were, 
undoubtedly, other causes that acted 
rently the last two years depress invest- 
ment stock prices and support speculation 
stock prices. 

The first fact represented, least 1948, 
the high burden extraordinary direct 
taxation, the fiscal year 1946-47 that 
ation yielded only 14.6 billion lire. the 
following year the yield jumped 
billion lire, including billion lire yielded 
the two property taxes and more than billion 
lire yielded the three taxes levied war 
profits, speculation profits and fascist 
regime profits. All these taxes (yielding 
fiscal 1948-49 billion lire) were paid 
substantial amount only March-April 1948 
and reached the peak for fiscal 1947-48 
June 1948. then possible assume, and 
some specific cases were then known Stock 
Exchange quarters, that pay such large 
amounts money, tax-payers were often com- 
pelled sell some their stocks. Moreover, 
happened many times that tax-payers, hoping 
that the Government would revise its policy 
extraordinary taxation, delayed much 
possible their sales stocks. The result was 
that such sales did not take place continuously 
but were concentrated few wecks. This 
fact could contribute explain the relatively 
heavy decline the investment index 
June 1948. 

Another important group causes relat 
ed, directly indirectly, the large capital 
stock increases effected the corporations 
starting with the second half-year 1947. 

Those increases were partly gratuitous 
balance the book revaluation the assets) 


I 

iss 
ter 
res 
tio 


Causes the Decline the Stock Exchange Italy 


and partly against payment (to supply industry 
with fresh money needed for reconversion pur- 
poses). Without going into detail the 
amount each group increases, certain 
that they contributed the stock price decline. 

Free increases, one side, caused the 
decline the prices, and the index, the 
investment market, owing the monetary 
reason already explained the start this 
paragraph; the other side, they increased 
the supply shares each time that the cor- 
porations distributed shareholders the book 
revaluation balance the assets not increas- 
ing the par value the existing shares, but 
issuing new ones. the latter case, there 
proof, course, the statement that the 
higher number shares became soon and com- 
pletely larger effective supply. is, how- 
ever, reasonable assume that, because the 
Stock Exchange was almost continuously weak, 
did not find convenient, 
general, keep the new shares, but they sold 
least part them, sooner later, par- 
ticularly when the distribution free shares 
was combined, often was, with another 
shares against payment. 

When corporations increased their capital 
stocks get fresh supply savings, the 
stock price decline the investment market 
was, most likely, the combined effect three 
causes. First, when the Stock Exchange 
weak there little propensity underwrite 
new shares. Therefore, the capital stock in- 
creases effected after the first half-year 1947 
must have been burden the market, in- 
tensifying the decline. 

Second, the demand for savings industries 
was the last years gradually higher than the 
supply available for investment stocks. The 
result was that even investors would have 
been favorable underwrite new shares, they 
would not have had the sums needed cor- 
this cause that appears with the first one 
cannot measured, even approximately, be- 
cause Italy lacks sufficient statistical informa- 
tion the amount and rate accumulation 
monetary savings and its allocation. 
fact, there are some persons who, 
with authority, doubt the reliability the 


best estimates the national income for the 
last years. Anyway, kept mind that 
from the beginning 1947 the end 
August 1949 short term Treasury bonds increas- 
billion lire, that corporations ap- 
proved (although not known what 
amount they effected): 


issues bonds for 
increases capital stocks 


93-1 billion lire 


reconstitutions 


and that finally new companies were incor- 
porated for capital paid amounting 
12.8 billion lire, one can understand the mag- 
nitude new savings required. the same 
time, national income Italy amounted from 
thousand billion lire per year, but with 
this income was necessary finance the 
Treasury and corporations well all other 
productive activities (agriculture, manufactur- 
ing, transportation, etc.) carried out indi- 
vidual firms, partnerships, etc. 

There are, therefore, good reasons for 
assuming that the increases capital stocks 
against payment effected through the Stock 
Exchange contributed depress the market, 
also because there was possibility 
them full. The greater part those issues 
stocks could effected only because the 
financial assistance the interested groups, 
that replaced the speculators the temporary 
purchase the new securities. But and 
here the last cause most likely, the action 
those groups caused immediately certain 
firmness the speculation stock market, but 
weakness, even only after certain time, 
the investment stock market. 

that, when intervening, the groups never for- 
got maneuver the prices the few stocks 
that are believed anticipate the general trend 
the Stock Exchange the trend whole 
groups securities. even more likely 
assume that there was price maneuver 
borne mind that owing the almost 
total absence the minute speculation, routed 
the losses suffered when the decline started 
the speculative market the last two years 
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has been engineered mainly big maneuverers, 
who buy and sell not for premium but 
reach higher and more remote purposes. 
the other hand, must assumed that the 
groups interested the capital stock increases 
each corporation, unable unwilling 
increase their participation those corpora- 
tions, must have, general, underwritten the 
new shares with the purpose sell, 
equal amount, existing shares owned them. 
the above mentioned credit restrictions are 
borne mind, one realizes that they must have 
sold existing shares thus increasing the 
effective supply the stock market and 
depressing, therefore, prices soon they 
needed cash, either for production require- 
ments pay taxes. Many capital stock in- 
creases, after the first half 1947 were thus 
effected soon, but only apparently. reality, 
they increased the floating supply shares 
the market and for many months must have 
influenced depressively stock exchange quo- 
tations. 


11. The preceding analysis can now 
thus summarized: without neglecting the more 
general psychological, technical, political and 
economic causes, the main cause the decline 
the Italian stock market the persistent 
disequilibrium between supply and demand for 
savings for industrial investments. This dise- 
quilibrium was for long time hidden the 
bountiful money supply caused the gradual 
inflation; was brought light, but 
caused, the anti-inflationary policy started 
the Government the spring 1947. 

All other causes that may listed ex- 
plain the decline the Stock Exchange are 
only secondary and some are even groundless. 
For instance, not true all that, taken 
separately, technical and fiscal controls impo- 
sed for many months stock futures have 
had any effect the decline. long 
there was bountiful money supply, those 
controls did not succeed, has been seen 
para. stop the price advance; but when 
the money supply became scarce, the removal 
those controls was unable stop the decline. 
matter fact, the decline the stock 
market continued even after the official discount 
rate was lowered one point. 


the problem examined from formal 
and technical angle, appears that the respon- 
sibility for the persistent decline the Stock 
Exchange can safely ascribed the financial 
policy corporations. Stock brokers are right 
when they insist this cause and they even 
urge some government controls capital stock 
increases. 

This policy, consideration the prin- 
ciple implied, would very dangerous 
country that has returned only recently 

olitical freedom and that even now enjoys 
only half freedom the economic 
must admitted, however, that corporations 
have done nothing coordinate their financial 
policies for adjusting their aggregate demand 
the supply savings willing take the 
risk investment stocks. 

Most likely coordination difficult the 
same way would difficult estimate 
each time the would-be total must 
pointed out that, the last few months, 
corporations have preferred thwart the ob- 
stacle replacing the disagreeable issue new 
stocks with the more palatable issue bonds 
endowed with special privileges. this way, 
however, they have further weakened the Stock 
Exchange because, they avoid increase the 
already large supply stocks, they equally 
lower the small supply savings that could 
result demand for stocks. 

The disequilibrium between supply and 
mand for savings is, therefore, the main fact 
that cannot eliminated any artifice 
financial technique long the Government 
pursues policy stable currency that com- 
mands sincere expression the economic 
situation. But this point stressed, must 
also admitted that the persistent and 
stantial decline the stock market is, 
clusion, exactly and only one the more 
manifest expressions that sincerity. 
fore, Italy the supply cannot meet 
demand for savings, evident that the rate 
interest should increase, even make 
less expensive the public debt and suppott 
the prices medium term Treasury bonds that 
the Government converting the 
discount rate was lowered April 1949 from 
4.50%. 

There is, therefore, nothing strange the 
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long and heavy decline the Stock Exchange 
because the decline stock prices, increas- 
ing their yield, expresses only trend, 
important branch the financial market, to- 
ward rate interest high enough equi- 
librate supply and demand for savings (8). 


12. With respect the yield savings, 
may useful examine here briefly the 
course prices public and private bonds. 
this purpose, some series figures cal- 
culated for the construction another index 
(the Index fixed income) will used. This 
index published periodically along with those 
shown earlier, with comment the same 
author, the above mentioned magazine 
Borsa Valori (9). 

Three series this index are calculated, 
each relative the 1938 base; the first covers 
the prices Government bonds (including 
three Consols Redeemables long term and 
term Treasury bonds); the second 
covers the prices non-Government bonds 
three bonds public entities and 
nine industrial, banking 
bonds); the third series covers all these bonds. 

Table shows how the three series moved, 
the same time period considered for the 
stock market. 

INDEX FIXED INCOME (PRICES) 


(1938 averages 100) 


Govern- 
ment ernment Bonds 


and Day Bonds 


1947: January 
February 
February 105.30 104.48 
October 84.15 88.21 
December 91.52 
May 99.95 96.82 98.39 
August 97.18 
December 99.73 98.25 
March 100.06 
March 
April 
September 


100.59 102.82 


103.68 


100.05 
100.14 
101.87 


101.68 


(8) Calculations the Research Department the Bank 
show that the average yield important stocks quoted 
the Milan Stock Exchange was: 1938, 
1947, 1948, 4.69 1949 (October). Source: 
Bulletin the Research Department the Bank Italy, 
September-October 1949. 

For the methodology used the construction this 
index, see Borsa issue 1947. 


Since the figures were chosen show the 
turning points the trends, easy obtain 
immediately the following information. First, 
also the bond market was bullish the begin- 
ning 1947. Prices bonds, however, started 
decline much earlier than those stocks, 
but the decline was relatively small and did 
not last long. From the maximum points 
February, Government bonds declined 
non-Government bonds and all 
bonds (average) starting with the 
last quarter 1947 the trend was again for 
the rise. 

Second, during all 1948, prices bonds 
all groups were relatively strong, fluctuating 
little the maximum points reached the 
beginning May that year. 

the third and last place, after the first 
half March all bonds were average 
level higher than the 1938 base (=100) and 
started rise, slowly but continuously. 
September 29, 1949, however, each index was 
lower level than the maximum reached 
February 1947 and only the group Govern- 
ment bonds was higher level than that 
January 1947. 

must pointed out now that the above 
comparisons are not mathematically accurate 
because the rates some bonds include the 
interest accrued each date. However, the 
error never each the 
dates Table change the trend. 

Two facts, among those listed above, must 
pointed out because significant. The first 
that the decline that started February 
1947 may explained correlation with the 
coincident rise the stock market; namely, 
from February April 1947 there must have 
been arbitrage between bonds 
for the purchase the latter and, thereafter, 
bonds were sold, has been said para. 
mostly for need cash, both speculators 
losing the stock market and those who 
were affected bank credit restrictions. 
the opinion this author that the first stimulus 
must have been the predominant one. 

Anyway, soon the exceptional and 
urgent demand for cash was met, the bond 
market returned indifferent what was 
happening the stock market; moreover, bond 
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rates became stable for the same cause that, 
acting directly and indirectly, was depressing 
stock prices, the governmental anti-infla- 
tionary policy. 

Finally, and this the second significant 
fact, bond prices started rise after the first 
half March 1949, and the trend was antic- 
ipated few weeks the group Govern 
ment bonds. is, however, hard believe 
that the movement was was 
rather induced maneuver the market 
related the above mentioned reduction the 
official discount rate, that took place April, 
and the necessary preparation for the success 
the conversion the medium term Treasury 
bonds. 

respect this, necessary point out 
that the highest price rise the group 
Government bonds was shown redeemable 
bonds. Calculations the already mentioned 
Research Department the Bank Italy show 
that the indexes (1938 averages=100) the 
interest prices consols, redeemables and 
five and nine years Treasury bonds changed 
shown Table XI. 


INTEREST PRICE INDEXES GOVERNMENT BONDs 
(1938 averages 100) 


Percent. 
changes 
the 
Treasury Bonds and years) 95.7 100.2 


Source: Research Department the Bank 


ber 
1948 1949 


Government Bonds ber 


Owing this maneuver for the rise, the 
average yield Government bonds, calculated 
interest prices, declined the first nine 
months 1949 down little more than 
September, except for redeemable bonds 
whose average yield still amounted 5.66%. 
However, the same time, non-Government 
bonds were yielding from 6.50% 

conclusion, the all special and manev- 
vered group Government bonds left aside, 
possible confirm that the relative scar- 
city savings Italy responsible for 
ing securities prices low enough that their 
yield correspond high rate interest. 


Recent Banking Developments Italy: 


December 1947-September 1949 


The trend alien funds (1). 


Deposits and current accounts with 
365 Italian banks, holding all alien 
funds, rose from December 31, 1947 Oc- 
tober 31, 1949 shown Table (2). 

Attention drawn the following points: 


(a) alien funds increased growing 

rate from the end 1946 the end 1947 

(the index number rose from 100) and 

from that date until the end 1948 (from 

100 150). the end October 1949 the 
index stood 

This trend can clearly seen the 


MOVEMENT DEPOSITS AND CURRENT ACCOUNTS 
(millions Lire) 


Deposits current accounts 


In- 

Amount dex nual va- 
variations 

riations 


38,037 


Deposits Current accounts 


an- In- an- 
Annual 
nual va- Amount dex nual va- 
variatio 


Index} Annual 


variations 
riations 


current Lire 


Lire 1938 purchasing power (b) 


24,544 10,248 12,948 


(a) The basis this percentage provided the first months 1948 
(b) Current lire have been converted into 1938 lire the basis the wholesale price index number compiled the Cen- 


Institute Statistics. 


The first part this Survey The Trend alien 
Funds due Prof. Pietranera; the second part Loans, 
Investments and Reserve Requirements Dr, Zacchia. 
For banking developments Italy previous years this 
Review: The Italian Money Market and the Financ- 
ing the Treasury; Recent Developments Bank- 
ing Activity Italy, July 1947); Bank 
Credits Italy classified Branches Industry and Bank 
Groups, (No. October 1947); The Banking Year 
1947 Italy, (No. July 1948). 

this survey, with the expression alien funds 
where otherwise stated, mean deposits and current 
accounts with 

(2) The. period covered the tables and the text 


percentage changes the annual rate growth 
given column Table The variation for 
1947 showed rise over 1946, and 
that for 1948 one over 1947. But 
for the first ten months 1949 the figure was 
below that for the corresponding 
period 1948; 

generally that from December 1947 the last months 1949. 
The data and the index numbers 1938 and 1946 are given 


allow comparisons. Their basis 100=1947, the peak 
year for 


IDs 
Period Amount 
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(b) the general trend the series given 
growing mass alien funds subject annual 
variations which kept increasing until the end 
1948, but declined considerably 1949. 
This has been the outcome development, 
the one hand, deposits and the other 
current accounts. The former increased 
more rapidly than the latter until the end 
1948, but during 1949 they fell off more 
marked degree; 

(c) the figures and index numbers 
the first part Table are expressed current 
lire; those the second part lire 1938 
purchasing power. When expressed adjusted 
lire the alien funds are seen have declined 
rather than increased from 1946 1947, and 
from 1947 onwards the increase less marked 
than that expressed current lire. 


The statistical trend thus traced raises 
the question the general causes making for 
the growth alien funds and their component 
items. 

will first refer the factors the 
growth current accounts. The increase 
production and the volume transactions 
since 1947 and the consequent greater need 
liquid funds, provide the necessary premise for 
the growth current accounts. Taken 
whole, they had risen nearly times their 
pre-war level the end 1948 and 49.91 
times the end October 1949. 

appreciating the changes occurring 
the movement current accounts should 
not forgotten that they are the major factor 
the formation bank money (3). Therefore 
comparison between their growth and that 
legal tender currency (4) special interest, 
the latter provides, under the Italian finan- 
cial system, the more important means 


payment (5). 


(3) include bank money, besides balances current 
accounts with clients, also the so-called circolari 
special kind cashier’s drafts). 

(4) Bank Italy notes, Treasury notes, and Am-lire. 

(5) The quotient between deposits and current accounts and 
legal tender had falled from 2.46 1938 1.56 1948; 
stood 1.91 October 1949; the ratio between current accounts 
and legal tender has varied from 0.77 1938 0.80 1948, 
rising 0.90 October 1949. 
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Table shows the percentages increase 
the two series (legal tender and current 
accounts). For the sake clarity, the 
tive percentages variation the rates 
annual growth are given side side the 
next columns. 

LEGAL TENDER AND CURRENT ACCOUNTS 
(Annual rates growth and variations the rates) 


=—== 


Legal tender Current accounts 


Annual Annual Variations 

growth rate growth rate 

growth growth 


(a) 1945 compared 1938; the other percentages refer 
the previous year; the basis for the 1949 percentage provided 
the first ten months 1948, 


should noted that: 


(a) both the series for legal tender and 
that for current accounts increase steadly until 
October 1949 (see col. and col. Table 

(b) both series increase declining rates 
until the end 1948, except the case 
current accounts whose rate growth 1947 
and 1948 was the same (see col. and col. 4); 

(c) the decrease the rate 
increase legal tender 1946 compared 
1945 was less than that which occurred 
the case current accounts; other words, 
the growth current accounts proceeded 
slower rate than the expansion legal tender, 
lagging somewhat behind it; 


(d) 1947 the trend was reversed; legal 
tender lagged behind current accounts 66% 
against That say that the rate 
expansion current accounts slackened less 
than the case legal tender; 

1948, spite credit restrictions, 
the rate expansion current accounts 
mained the level the previous year, while 
the rate expansion the case legal 
fell 

(f) the first ten months 1949 current 
accounts increased per cent. (the rate 
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having declined while legal tender 
increased only, decline 71%. 


RATIOS BETWEEN BANK MONEY AND LEGAL TENDER 
AND BETWEEN THE SEVERAL ITEMS BANK MONEY 


1949 
a 


legal tender 


(3) «cashier’s drafts» 
and other types 
bankers drafts 
legal tender 


(4) «cashier’s drafts» 
and other types 
bankers drafts 
current accounts 


0.21 


(a) August 1949 the latest date for which data are avail- 
able for all the series considered. 


sum up: from the end 1946 Octo- 
ber 1949 the decline the rate expansion 
current accounts was less marked than 
the case legal tender (6). 


The movement the index numbers 
considered calls attention series events 
that have occurred the monetary and finan- 
cial fields from pre-war days until now. Sub- 
stantially, these index numbers, which stress 
the reversed trend the expansion current 
accounts and legal tender, are characteristic 
two different periods our post-war economy. 

The first period, from pre-war days down 
the end 1946, characterised the 
pressure Treasury needs. The 
heavy budget deficit and the poor yield 
taxation and government borrowing 
financial market combined increase recourse 
the Bank Italy. the same time, 
the slow revival production, aggravated 


(6) This has not only helped bring the current accounts 
legal tender ratio higher than pre-war level, but has 
caused the bank money legal tender ratio exceed the 
1938 level (See Table The ratio between bank 
money and legal tender fluctuated the period 1938-1941 
0.74; 1947, when inflation touched its peak, fell 
0.68. has risen August 1949, spite the 


small contribution made cashier’s drafts the total volume 
bank 


administrative disorder, accounts for the 
slower expansion current accounts. 
should remembered that the end 1946 
bank deposits had only increased 9.69 fold 
over the 1938 figure. Thus, while 1946 legal 
tender touched level 22.78 (1938=1), 
current accounts reached 18.84. Bank money 
whole was indeed equal currency circu- 
lation (22.61 compared 22.78) but only 
because the marked expansion the volume 
cashier’s drafts (41.58), which was but the 
creation the banks new purchasing power. 

During 1947 the trend was reversed and the 
volume current accounts increased more 
rapidly than that legal tender. While infla- 
tionary pressure was its peak, the revival 
production proceeded accelerated rate, 
sharpening the competition between the Treasu- 
and business for the scanty available capital. 
The total volume bank money rose one 
year the peak position being held 
cashier’s drafts which stood times their 
pre-war figure. This clearly points the 
growing contribution made the banks, under 
the pressure market demand, inflationary 
forces. 

Finally, the last eighteen months which 
have witnessed the operation the Einaudi 
measures the relative stabilisation the lira, 
the first results the efforts balance the 
budget, the heavier pressure taxation, the 
the fundations were laid, first for lowering the 
rate increase, and then the first ten 
months 1949 for actual decline the 
volume legal tender and recovery the ratio 
current accounts legal tender. 

the end October 1949, the current 
account-legal tender ratio had risen 0.90 
against 0.77 1938. 


The factors that have affected the 
growth bank deposits are different 
nature. 

First all, what extent bank deposits 
really represent monetary savings? Post-war 
developments would indeed lead the pre- 
sumption that only small part the funds 
collected the Italian banks should consi- 
dered real savings. important fraction 
represent cash funds business entreprises. 
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Their economic function therefore rather 
that current accounts. Now, the volume and 
movement these cash funds are, known, 
direct relation business activity and are 
not determined the factors that lead the 
formation savings and therefore the ex- 
pansion national income. 

This supposed provisional character part 
bank deposits confirmed their tendency 
move from the Savings Commercial Banks, 
which are more generally engaged handling 
operating funds business enterprises rather 
than the collection saving deposits. 
also confirmed the opposite trend 
current accounts shift from the Commercial 
the Savings Banks, trend which made 
itself felt until the end 1947. These shifts, 
indeed, seem confuse savings and money 
deposits such wise make difficult 
draw any inference about the movement 
savings based the technical distribution 
the funds collected the banks. 

Bank deposits, which 1938 were 
higher than 1937, showed increase 
1946 over 1945; 1947 the increase over 
1946 fell rising again 1948 when 
they were above the 1947 figure. From 
January October 1949 the increase has not 
exceeded 19.5%. 

The post-war expansion bank deposits 
points movement slow recovery. 
the supposition that these funds represent 
large extent monetary savings, this might 
account for their maximum increase 1948, 
year which the value the lira was conso- 
lidated and the formation real savings be- 
came more marked. 

cannot here undertake analysis 
the growth savings, even restricted 
1949 only, and must limit ourselves some 
the more obvious symptoms. Among these, 
one the most significant the growth 
deposits with the Savings Banks 1948 and 


1949 (7). 


(7) One the most striking feature the distribution 
deposits among the several classes banks, the marked 
recovery the current accounts held the Savings Banks 
from 1938 1947. During that period current accounts held 
Savings Banks increased less than 110.3 time (1938=1) 
against average increase for banks general barely 
27.7 times, 

1948 the first symptoms reversal this trend made 


Yet more significant the trend Post 
Office deposits, which for the most part 
present genuine saving deposits. 

Table compares the volume 
deposits with those held the ordinary banks, 
and shows that they are now definitely growing 
after the serious setback caused the war, 


ALIEN FUNDS HELD THE POST OFFICE SAVINGS 
BANKS AND THE BANKING INSTITUTES 
(milliards Lire) 


Post Office Percentage 
Savings Ratio 
Banks (b) 


Banking 
Institutes 
End period (a) 


I 2 


55.5 30.4 54.7 
698 165,2 23.6 
1,013.9 231.6 22.8 
1949 January 413.2 26.4 
February 1,579.3 428.4 27.1 
March 1,619.5 452.4 27.9 
1,619.8 497.4 30.7 
May 1,644.4 495.1 30.1 
June 1,672.3 511.7 30.6 
August 1,767.4 548.3 31.02 
September 1,805.8 
October 1,833.2 592.2 32.30 


(a) Deposits and current accounts the Banking 
Institutes considered this survey (see pag. 225). 

bonds) and current accounts, 


The ratio deposits those held 
the ordinary banks, which had fallen from 
was its peak, had risen Oc- 
tober 1949. 


These data confirm the fact that 
1948 there was marked expansion the 
lume monetary savings. During that year 
deposits rose rate exceeding the 


43°% 1947, while the growth depo 


themselves felt and became marked index 
numbers for 1948 point decline the rate expansion 
current accounts with the Savings Banks, while the rate 
increase savings deposits was accelerated. first 
months 1949 for which data are available the 
growth Savings Bank deposits exceeded even that noted 
the case ordinary banks, while the same time there 
was decline the volume current accounts, 

This would point the conclusion that return the 
traditional structure Savings Bank activities now taking 
place, accompanied the usual reactions the accumulation 
savings, 
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sits was still more marked. This shows that 
the increase the former was not made the 
expense the latter, but lagged considerably 
behind it, and this lag has increased the 
course 1949. 

This leads back the study the specific 
factors that have restricted 1948 and 1949 
the expansion bank deposits compared 
the other forms which monetary savings 
are collected. 

There nothing surprising the fact that 
1947, year inflation and loss confi- 
dence the lira, the growth bank deposits 


determining factor. Table the rates paid 
the banks time-deposits for more than 
months are compared those paid interest 
bearing bonds and month Treasury 
Bills and the yield debentures. Now, 
marked difference that shown this table 
must necessarily have been main factor 
determining the destination those monetary 
savings traditionally direct 
investment industry. Moreover, the develop- 
ment the agricultural situation must 
taken into consideration. The downward trend 
prices for farm products, the lower yields 


BANK AND P.O. SAVINGS BANK RATES INTEREST; YIELD TREASURY BILLS, EQUITIES AND DEBENTURES 
(per cent per annum) 


Bank Rates 

Period rates 

(a) bonds 


Equities (b) 
Yield 
quotations Yield 
Treasury 
Bills (1938 100) 
5 1,468.2 2.72 ‘ 5.37 7.82 
1,509.7 4.62 


(a) Maximum legal rates paid time deposits for more than months. 


(b) Data taken from the the Banca 


(c) Minimum and maximum yields (See Report the Bank Italy, 1948, 136). 


was small, while there was shift towards 
equities. however interesting note that 
savings accounts (see Table IV) were 
affected more severely than those the banks 
the inflationary movement, although the 
offered both forms investment 
equal value. Even this fact account- 
for, least partially, the different 
character savings accounts and bank 
deposits, also shows that the banking sys- 
tem, thanks its greater bargaining power and 
its more dynamic policy, position 
more efficiently anti-saving inflationary 
forces and exercise more attractive power 
collecting monetary savings. 

1948 the inflationary movement was 
brought The Banks however 
had meet Treasury and industrial competi- 
tion conditions inferiority. The difference 
between the rates interest has become 


many crops, the definite change buyers’ 
market, were all factors that induced the 
farmers keep liquid form the funds 
which during the inflationary period had been 
reinvested the farm. And, known, 
accounts are the typical form savings 
the agricultural population. 

But the banks have had meet the 
one hand Treasury competition, the other 
they have had face more determined effort 
the part business secure capital 
large debenture issues. These have jumped 
from 18.4 milliard lire 1947 64.7 milliard 
1948, rising more than 100 milliard 
1949. secure these results, the nominal rate 
interest the new debentures has been 
raised 

Investments equities have met with great- 
difficulties now that the currency relatively 
stable. Yet spite the low yield shares 


) 
G 
ot 
the 
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and unfavourable past experience, these invest- 


ments also have exercised pressure the mar- Requirements. 
ket, holding shareholders the prospect 
capital gains. 1948, milliard lire were When undertaking examination 


subscribed new share issues apart credit developments from September 
bonus shares representing capital increases 1947 turning point the Italian money 


COMPOSITION ASSETS ITALIAN BANKS, SEPTEMBER 30, 1947 SEPTEMBER 30, 1949 
(milliards Lire) 


Old Series New Series 


Amounts oustanding 


. 
Fixed deposits with Treasury and other Institutions 75.8| 269.6 
Government securities (a) 234.0| 250.4 


978.5 


328.9 361.6 


Index Numbers 


! 
Fixed deposits with Treasury and other Institutions 76.6 126 100 152 


Fixed deposits with Treasury and other Institutions 6.1 7.5 8.5 


total assets (d) 


Fixed deposits with Treasury and other Institutions 4.6 5.1 5.8 8.0 9.0 


(a) Treasury bills and other Government securities, 

(b) Includes: bills hand (portafoglio), contangoes (riporti), advances (anticipazioni), current accounts (conti correnti), loans 
recovable salaries (prestiti pegno contro cessione loans (mutui), current accounts with sections for special credits 
(conti correnti con sezioni speciali), credits abroad (impieghi all’ estero), non-Government securities (titoli non Stato). 

(c) For the most part, current accounts with banks foreign exchange accounts and other items This last item 
consists, its turn, accounts with Branch Banks and Departments and sundry accounts 

(d) The percentages have been calculated relation total assets, obtain series percentages whose total shall 
sum 100. Italian banks the ratio between deposits and the total fluctuated 1948 between and 
cent; the end December stood 63.8 per cent. But owing the reduction the balance-sheet totals, due the new 
criteria followed making the returns, this ratio raised the new series statistical data 69.2 per cent. The difference bet- 


ween deposits and total liabilities almost accounted for the foll owing items: current accounts with banks foreign 
accounts cashier’s drafts and other items 


and another milliard were subscribed market September should 
1949. noted that since December 31, 1948, the Bank 

third factor that has probably begun Italy has adopted new system for collecting 
make itself felt also during 1949 recovery which makes comparisons very 
the building trades which have absorbed The differences between the old and the 
growing percentage savings. new series are shown Table which 


Loans, Investments and Reserve 


| 


the data for the two are given side side. 
will seen that: 


(a) the item «cash and sight 
considerably larger when reckoned the old 
system than the new: 231,622 against 
169,048 millions; 


(b) the other hand, fixed deposits 
with Treasury and other Institutions the 
new series stand higher figure than the 
corresponding item the old series: 177,748 
millions and 138,260 millions respectively. The 
Banks indeed were naturally inclined swell 
item (a) the expense item (b); 


(c) there has been change the re- 
for government securities; 


(d) the explanatory notes No. this 
Review (January-March 1949) described the 
principles followed making returns and cal- 
culations the case credits clients (the 
socalled impieghi) and the differences the 
results obtained the several systems. During 
1948 the Bank Italy had special return 
made for credits clients, showing the situa- 
tions December 1947, March, June, Septem- 
ber, December 1948, chiefly for the purpose 
what portion the foreign ex- 
change accounts (8) ought included 
therein. This series gives the figure 783,300 
million lire the end December 1947 and 
1,132,300 million the end December 
1948 (see Table VI). Since December 1948 
quarterly series has also been available, com- 
piled from the quarterly bank statements, and 
drawn the new system. This series 
would show that credits clients amounted 
the end December 1948 1,120,700 mil- 
lion lire (see Table VI); 


lastly, the new series places the balance- 
sheet total figure considerably below that 
the old series (on the res- 
pective figures are 2,196 and 2,328 milliard 
the reason for this being that some items 
previously included the balance-sheet have 


(8) The sale the free market 50% the foreign 
received for exports (Decree Law has led 
the opening special accounts with the Banks known 
exchange accounts which only small part 
should included among the credits clients. 
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been entered separate accounts risk ac- 
counts and order accounts 


Table shows summarised form: 


(a) that cash and sight funds have increas- 
from December 1947 September 1949 
definitely slower rate than deposits and 
current accounts. The cash alien funds ratio 
which 31.XII.1947 stood had 
1948, rectify this ratio (11.1 instead 
after touching low September. 
The new returns, for the end December 
1948, rectify this ratio (11.1 instead 
which continued fall the following months 
and stood the end September 1949 
This reduction should not however consi- 
dered indicating deterioration the liqui- 
dity position the Banks, for the meantime 
that compulsory reserve fund has been formed 
(to which shall refer further on) which 
provide new element liquidity; 

(b) during 1948 moderate shift occurred 
the distribution alien funds towards bank 
lending Government (consisting substantially 
fixed deposits with the Treasury and other 
Institutions and Government Securi- 
ties the expenses Bank credits clients 
and cash assets. This shift, which occurred 
during the first three quarters the year, was 
only minor extent reabsorbed the new 
trends the fourth quarter, 
calls for credit became more urgent. During 
the first nine months 1949 there were very 
few variations. the end September 1949 
the situation was practically the same De- 
cember 1948, though the summer months had 
seen some shrinkage investments Trea- 
sury Bills. 

The developments fixed deposits with 
Treasury and other institutions have been, 
however, very different from those Go- 
vernment securities The rate increase 
the former, connected with the formation 
the compulsory reserves, has, generally speak- 


(9) For fuller information the new principles followed 
the Bank Italy since December 1948 making these 
returns, see and Raccolta impieghi 
bancari: dicembre 1947-giugno 1949, Moneta Credito 
(quarterly Review the Banca Nazionale Lavoro), No. 
3rd Quarter, 1949, pp. 323-325. 


ing, exceeded that the latter; and this 
divergency became more marked after April 
1949 when the increase the volume Go- 
vernment securities was reduced minimum, 
due largely the reduction the rate 
interest (0.50 less since April 1949) (10) and 
the reactions caused the proposed funding 
national debt. 

Meantime, the character the fixed de- 
posits» had been undergoing 
change. Until consisted funds 
that the banks themselves deposited with the 
Bank Italy for periods varying from 
terest varying, from 2.50 per cent. These 
accounts had been opened February 1944 
facilitate the flow bank funds the Trea- 
sury during period exceptional liquidity 
for the banks and financial stringency for 
the Treasury. They became later normal 
form investment for the Banks. 

But, the summer 1947, known, 
the Einaudi anti-inflation policy forced the 
banks new system legal reserves (11). 

The banks had deposit with the Bank 
Italy, either the form cash Govern- 
ment Securities, deposits and current 
accounts outstanding September 30, 1947, 
excess times their capital, maxi- 
mum amount not exceed total alien 
funds. from October 1947, any 
increase alien funds was earmarked 
for the reserve until the total ratio between 
reserves and alien funds should amount 
Interest the rate paid cash 
reserves. The need earmarking high 
percentage deposits led the withdrawal 
almost all the old fixed accounts with the 
Treasury (except those held the Savings 
Banks which the reserve obligation did not 
apply). the end 1948 the amounts enter- 
under the item fixed deposits with the 
Treasury and other consisted 
mainly sums placed with the Bank Italy 
and earmarked for the reserve; 


(10) See this Review, January-March, 1949, Statistical 
Appendix, 75, Table 

(11) The regulations the reserves not apply the 
Savings Banks which are the habit assigning large part 
the funds they collect the Treasury. Moreover, their 
activities are regulated special laws, 
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(c) the inflationary movement 1947 
had brought about violent expansion credits 
clients, while the same time drying 
the flow bank funds towards the Treasury, 
the end 1947, i.e. three months after the 
adoption the Einaudi measures the ratio 
between credits clients and alien funds 
stood (the change introduced the 
system returns makes difficult draw 
accurate comparisons with the situation the 
previous quarters). This ratio fell marked 
degree the first half 1948, then rose again 
the second half, but December 1948 
was still notably below that December 
(74.5 against 77.3 per cent.). September 
the situation was still substantially the 
same December 1948. 

The trend credits clients can ob- 
served also Table VII which direct 
comparison drawn between quarterly, half- 
yearly, and yearly increase alien funds and 
credits during the period December 1947 Sep- 
tember 1949. Their rate increase had been 
limited the first half 1948 when Italian 
economy was suffering from the depression 
caused the sudden reverse credit policy, 
and when production and prices were 
ing (12). Moreover, during the winter the 
situation was aggravated the shortage 
electric power which inevitably slowed down 
industrial activity. Credits clients the 
first quarter 1948 rose 25.2 milliard lire 
and the second 39.5 milliard 
lire total increase for the half year, 
64.7 milliard lire against 247.2 milliards for 
alien funds. the second half the year 
the situation was reversed. Credits clients 
rose less than 284.3 milliard lire and 
alien funds 259 milliard. Taken whole, 
alien funds rose, 1948 506.4 milliard lire 
and credits clients 349 milliard. This 
means that the banks invested loans their 
clients the new deposits and current 


(12) the first quarter 1948 the index number 
declined compared that the previous quarter. 
The wholesale price index number fell 6.60°/,. But the 
second quarter the index industrial production was already 
rising while the downward trend prices continued, 
though slower rate, until August, when was reversed. 


a> ows 
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accounts. This undoubtedly high ratio, 
symptomatic the scarcity capital from 
which the Italian market suffers, but points 
situation 1947 when the ratio loans 
funds stood (deposits and 
current accounts held 315.8, loans granted 
365.2). 1947 bank lending Government, 
both directly and through the Bank Italy, 


INCREASE DEPOSITS AND CREDITS CLIENTS FOR ITALIAN BANKS 


clearer must speak the trend loans and 
investments made only those banks subject 
reserves requirements (Savings Banks and 
Pledge Banks are therefore excluded). (See 
Table VIII). 

stated, during 1948 the banks had 
earmark their newly formed deposits 
and current accounts for the reserve; that 
year, the 385 milliard lire which alien 


VII 


(milliards lire) 


Increase 


Period deposits 


1948 quarter 
quarter 


half-year 


115,619 


247,249 


1948 quarter 
quarter 


half-year 


143,974 
115,166 


+ 259,140 


1948 the whole year 506,389 


1949 quarter 


half-year 


99,320 


quarter 133,478 


amounted barely milliard lire, equal 
the credits granted clients; but 
1948 they rose over 200 milliards 
the loans). 


This shift bank funds 1948 
towards the Treasury was not due any lack 
demand for credit the part business 
(this demand was endeed pressing), but 
requirements (13). make this point 


(13) already noted, the legal reserves may consist 
Government securities deposited with the Bank Italy 
cash (also paid into special account with the 
Bank Italy). These liquid funds are then invested the 
Bank Treasury bills (and are entered the asset side 
the the Bank Issue under item described 
«investments government securities Treasury account »), 
Therefore, under this system, the reserves are invested either 
directly the Banks themselves, indirectly through the 
Bank Italy, Treasury securities and provide one the 
means which the Government draws short term private 
savings. Unlike the American system under which the reserves 

interest, they are, under the Italian system, earning 
for the banks (the present rate interest for 


Increase credits 
clients 


130,500 
153,800 


349,000 


58,300 
55,767 


114,067 


120,352 


increase over clients increase 
credits clients over deposits 


39,500 
64,700 


182,549 


13,474 


284,300 


157,389 


41,020 


37,958 


13,126 


funds increased, 146 were thus immobilised. 
the margin missing reserves (22.46 milliard 
lire the end 1947) the sums earmarked 
the banks for the reserves 1948 attained 
total 150.9 milliard lire (missing reserves 
the end 1948, 17.5 milliard lire). Loan- 
able funds amounting 234.1 milliard lire 
remained, being 55.5 milliards less than the 
credits granted (289.6 The defi- 
ciency was made good the larger number 
increased from December 1947 December 
1948 14.5 milliard lire); the larger ad- 
vances obtained from the Bank Italy (which 
rose 15.2 milliards roughly); reducing 
the margin liquidity some 21.5 milliard 


cash earmarked funds and 4.50% for month Treasury Bills). 
The higher costs the Italian banks have meet would not have 
allowed sterilising such large mass deposits, (See 
Mazzantini, costi Gestione delle Banche Italiane, 
Moneta No. 3rd Quarter, 1949, 288 and 


68.9 
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lire (see Table IX, col. and for the remain- the same date the so-called free 
der utilising funds accrued the banks (14) amounted 58.8 milliards, equal 
under forms other than those deposits. the deposits and current 
INCREASE DEPOSITS, LEGAL RESERVES AND CREDITS CLIENTS FOR COMMERCIAL BANKS (a) 
(milliards lire) 
deposits and legal reserve deposits minus| 
c/a reserves clients 
1948 
quarter 
quarter 
1948 the whole year 
1949 
quarter 
half-year 
(a) Only banks having legal reserve requirements, Savings banks are excluded. 
(b) Actual increase. 
shown Table IX, September 1947, December 1948 stood being 
the reserve-alien funds ratio should have been lower than September 1947 (7.7%); 
DEPOSITS, RESERVES AND CASH ASSETS COMMERCIAL BANKS (a) 
(milliards lire) 
Free Margi 
Required required actual re- Total 
subject deposited |not yet de- other cash milliards 
reserves ited serves to serves to 3+7 
Date reserves reserves posite deposits deposits assets lire deposits 
30. 9.47 22,6 89,7 14.70 2.96 148,5 58,8 7.7 
31.12.47 810,6 22,5 16.48 13.71 128,4 106,0 13.1 
3.48 896,6 170,2 23,1 18.30 16.40 264,5 10.5 
30. 6.48 208,4 194,7 13,7 22.58 19.36 128,6 123,9 12.3 
30. 9.48 247,2 229,8 17,5 23.65 20.73 369,1 121,9 
31.12.48 279,6 17,6 24.63 


(a) Only banks having legal reserves requirements. Savings banks are excluded. 


14.7% (nearly equal to the 15% fixed as the (14) The so-called « free margin » consists of cash plus 
maximum) But the real ratio, the ratio free deposits with the Treasury and the Bank Italy plus fixed 
> 


deposits held with those two institutes beyond reserve 
sum actua require ments, minus sums earmarked for the legal reserves but 


reserve alien funds amounted barely yet actually paid (See Table the text). 


— 
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but, the meantime the ratio between requir- 
reserves and alien funds jumped 21.9%. 


The situation that arose 1949 cannot 
accurately described, data the amount 
required and actual reserves are not yet 
available. 

When once the ratio has been 
reached, and this was probably the case 
the spring 1949 only 25% (instead 
40%) any further increase deposits will 
have earmarked for the reserve. The 
Banks will thus reacquire greater freedom 
movement. The period maximum pressure 
the Einaudi measures may considered 
have passed (15). 

The curve for alien funds and for credits 
clients for the banks whole followed 
very different trend 1949 and 1948. The 
half 1948 had been characterised 
very marked growth alien funds, while 
credits clients stagnated. the first half 
1949 banking activity was high level; 
the volume credits clients rose 114 mil- 
liard the deposits and current 
collected during that period), 
against the corresponding months 
1948. 

the other hand, investment govern- 
ment securities increased only milliard 
against 103 milliard 1948; fixed 
deposits with the Treasury rose some 
milliard both the first half 1948 and the 
corresponding period 1949. Credit expan- 
sion continued the third quarter 1949: 
from July September loans clients ab- 
about the deposits and current 
collected. 

the end September 1949, credits 
accounted for the alien funds 
Table VI). Though, already stated, 
the statistical innovations introduced make 
dificult draw reliable comparisons, 
believed that the above ratio much the same 


Nevertheless, the last quarter 1949 several pro- 
posals were made with view reducing the present 
ratio between reserves and deposits enable the banks 
give more help These proposals reflect the 
differences opinion between the supporters more 
investment policy and the supporters cautious 
policy. 


that existing 1938. Today, however, the 
liquidity position the banks strengthened 
the required reserves which did not exist 
1938; and this has led some writers 
maintain that the Italian banking system might 
now exceed the present ratio loans alien 
funds, high is. 

This the situation taken whole. 
however the resultant policies and situa- 
tions which often vary considerably one from 
the other, arising from different estimates 
the prospective economic trend. was above 
all the American recession, early 1949, whose 
developments was then difficult foresee, 
and its possible impact the Italian situation, 
that counselled prudence the policies follow- 
ther factors uncertainty were introduced 
the monetary devaluations last September, 
which brought our exporting industries 
against difficult problems. 

the other hand, whole series cir- 
cumstances help keep business demand for 
bank credit both short and still more medium- 
term credit high level spite the 
high rates interest charged. Credit need- 
build again the working capital 
devoured during the period hectic inflation 
from 1946 1947; modernise and rationalize 
plants; and offset the limited opportunities 
for the self-financing business. Besides, 
conditions prevailing the financial market 
make difficult raise substancial amounts 
capital through investments equities. This 
has compelled business undertaking 1948 and 
again 1949 have recourse borrowing. 
The two most important channels for collecting 
capital have been the issue debentures and 
bank credit. This explains the pressure placed 
the banks adopt more liberal credit 
policy and the proposals recently advanced for 
lowering the margin requirement below the 


figure. 


(16) The President the Italian Confederation Industry 
his Report, submitted December 1949, remarked (p. 172), 
terms that were too general: the diffioulties private enter- 
prise has encountered obtaining the credit requires have 
not been due only the excessive cost money, but also 
the complicated formalities and guarantees required the 
Banks, who have carried their business climate 
great circumspection and prudence 
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But check placed the banking ac- 
tivity not only developments and dangers 
the domestic international economic 
trend but also the discrimination between 
short-term and medium-term credits, discri- 
mination which one the major concerns 
the Italian banking authorities. 

The Governor the Bank Italy made 
some significant comments this question 


does however sound note warning that 
all necessary measures should taken 
reduce production costs and raise returns 
level that will allow the enterprises provide 
once more least for normal amortization 
request should made that the activities 
the banking system directed conspicuous 
degree along lines that are specifically those 


BANK CREDITS ITALY, BUSINESS BRANCHES 


Business Branches millions 


lire 


| 


Public Institutions (Institutions for spe- 


cialised ec, activities 5,163 14.74 
Banks, exchanges, fin, and Cos.. 9.70 
Building and real estate, public works, 

2,942 8.39 

Industry and wholesale trade in: 


11. Non-metallic mineral ores 


12. Steel, metal and engineering products 9.09 
17. Other trades and industries 172 0.49 


Retail trade and miscellaneous services 3.36 


Index numbers: 1938=1 


his 1949 Report: «In the case Italy, the 
growth the value production during 1948 
does not, bear mind the average 
duration productive cycles, seem justify 
the supposition that the credits obtained from 
the banks are fully used supplement the 
need working capital. therefore pro- 
bable that part the funds supplied the 
banks have been used for investments 
more permanent description. This should not 
cause alarm the case economy suffer- 
ing from shortage capital and called 
secure soon possible equilibrium that 


lire total 


62.9 


8,828 16,484 2.24 22,690 
8,713 22,678 3.09 42,861 47.1 
40,754 75,865 106,455 10.09 33-4 


4,788 9,390 12,961 36.9 
14,637 26,495 2.51 45.9 
3,542 7,764 13,132 76.3 


11.3 30.1 


medium and long term credit Institutions, 
then must not forgotten that because 
important part the Italian banking system 
failed past decades exercise necessary 
prudence this matter, had salvaged 
the Under these conditions 
may safely say that the banking system 
unwilling repeat the painful experiences 
the past 


10. Before closing, let refer the 
distribution bank credits among the several 
branches economic activity. Table gives 
data credits clients classified eighteen 
groups. Table the Statistical Appendix 
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more analytical data are given (56 items and 
their respective sub-items). can seen, all 
through 1948 marked shifts occurred, the 
majority cases, the percentage ratios 
the several productive groups referred the 
total. But the tendency continued, even 
modified degree, that had made itself felt 
previous years, that the relative shrinkage 
credits granted activities not strictly com- 
mercial, industrial, agricultural. 

The loans made the activities included 
under the first four items Table the 
Statistical Appendix (Personal, Public Institu- 
tions, Banks, Insurance Companies) which still 
accounted the end 1947 for 17.83 per 
cent total outstanding credits (at the end 
1938 they accounted for less than 
the total) had fallen the end 1948 
having increased only fold during 
the decade. also the quota assigned the 
group public works and services fell from 
12% the coefficient increase over 
1938 being 20.14 fold. this group there has 
been marked reduction the case building 
and land reclamation enterprises, which have 
fallen from 1938 some 1948; 
decline due the falling off the activity 


these two items until 1948 compared 
pre-war years. 

Credits extended the other groups (in- 
dustrial, commercial, and agricultural loans) 
rose the other hand from 1938 1948 
from 774 milliard lire, thus increasing 
some 44-fold. The growth has been particul- 
arly marked the case food industries and 
trade (63 times that 1948). This accounted 
for the more rapid recovery noted this 
branch; the rise the prices farm prod- 
ucts which has been greater, generally speak- 
ing, than that the average prices most 
other products; the financing the wheat 

ools. 

Industrial and commercial credits, other 
than those granted the case foodstuffs, 
are seen have increased times, but 
most cases the coefficient has been higher one. 
The average reduced the level mentioned 
the limited growth credits the steel 
and engineering trades which have increased 
times over the 1938 figures. Those industries 
had been working largely for munitions war 
and have had reconverted large 
scale and adjusted the needs peace produc- 
tion, the task being facilitated direct finan- 
cial assistance from the Government. 


| 


The Keynesians 


letter from America friend)* 


PAOLO SYLOS LABINI 


This time going tell you something 
about the Keynesians have come touch with 
many and diverse kinds them, first Chicago, 
and now here Cambridge. talking with them 
and listening their lessons one gets truer idea 
their views than reading their arguments mummi- 
fied the printed page. 

Keynes’s influence America great. 
credible number Keynesian books and articles have 
been published here, some with titles perhaps hardly 
suited the severity scientific works: The New 
Economics Economic Research and the Keynesian 
Thinking our Times», The Keynesian Revolu- 
tion and forth. 

Chicago became acquainted with the econo- 
metricians among whom many are (or have been) 
Keynesians. For long time global quantities, 
have supplied the data» the for 
their mathematical exercises. They reached point, 
known, when Keynes himself found them more 
than tiresome. The Keynesian zeal some econo- 
metricians still notable. One them and this 
struck during lesson wrote the blackboard 
some little formulae explain the relations, 
remember rightly, between money wages and employ- 
ment. had chalked line dividing the blackboard 
two: one side had written Pre-Keynes 
the other Two eras, short. 
the first era, the professor explained, was believed 
that there was inverse relation between the two 
terms; the second era was realised that change 
wages cannot modify employment. 

Utterly devastating, you see, has been the Key- 
nesian revolution, which, the French Revo- 
lution, many worthy people have lost their heads. 


The Keynesians have right wing and left wing; 
both alike insist their orthodoxy and both alike 
make the Master say things which never even 
dreamt. is, short, full fledged 


Translated from Italian Olivia Rossetti Agresti. 


philosophic school. Instead theses and anti-theses 
there are the propensities Liquidity preference 


has replaced the Idea. 


** * 


The government departments Washington are 
full Keynesians all tendencies. Their prescrip 
tions vary with prevailing economic conditions (Key- 
nes’s system wonderfully elastic); always easy 
demonstrate that the conditions are those one wishes 
them be. 

Are the trade unions taking threatening attitude, 
and wage rises seem inevitable? Wage rises are 
advantageous: Keynes says and the left wing 
Keynesians. 

Does seem possible withstand the demands for 
wage rises? Other Keynesians (the right wing) pop 
up, waving other writings the Master showing that 
such rises are evil. 

the budget deficit alarming and does the Party 
power need fillip its popularity? found 
that the marginal efficiency capital too low 
attract savings investments; necessary tax the 
rich, whose propensity save dreadfully high. But 
may the rich show their teeth: not advisable 
attack them. will then discovered that the 
marginal efficiency capital high enough; there 
danger that money remain the drawers; heavier 
taxation would serious mistake. 

Then, there are the findings generally accepted, 
the conquests the new 

The economic horizon darkens: depression 
sight? Well and good: the time has come for 
finance (technically known deficit spending»). 
What should financed? Public works, armaments, 
perhaps even social services. 

All this course garbed dignified 
terms, and claims the respect all, seasoned 
with estimates disposable incomes and global sav- 
ings, with calculations the various propensities» 
and multipliers 

student economics has even discussed 
seriousness and with due importance the multiplier 
armament expenditure and has written impres 


sive article bearing title which might well intimidate 


the incredulous. 


& 


oso 


2 


| 
* * * 
a 


** * 


One might say: but these are the usual aberrations 
followers, who traditionally, some law 
nature, are always the worst enemies the Masters. 

But, were Keynes still living, could say: mot, 

afraid could not: there are course the 
aberrations his followers, but large extent they 
can traced back directly him. 

Keynes takes cognizance the problem, 
which good classical economists laid much stress, 
socially productive and what not. For him one 
investment good another, since means 
spending. The article the multiplier armament 
expenditure example this aberration; and 
Master. 

All will well, provided people spend; and should 
savers keep their money their drawers, then the 
government must the spending. does not much 
matter whether the money spent building 
power station paying people carry 
water from the Atlantic the Pacific. Keynesian 
(an assistant professor economics Harvard), 
whom made this objection, answered me: but, 
know, Keynes’s theory only holds good for the 
short run; and the short run investment expenditure 
has the effect raising the wage level and increasing 
employment whatever the investment may 

This famous short always brought for- 
ward the followers Keynes. «In the long run 
all dead But before dying shall living 

Keynes ignores not only the problem social 
productivity but also, and consistently, that costs. 
That costs high low, that they rising 
falling, matters little him. thinks that, the 
short run, technological changes can quietly ignored; 
and has not even suspicion that these changes 
may account for many those disequilibria that 
other economic gadgets. 

might well ask ourselves premise what 
based such distortions. 


But are still outside the system. 

Let enter it. 

The point seize Keynes’s line thought, 
and then discuss while respecting his premises. The 
task easy one, for Keynes’s ideas are many. 
resorted the help one the most brilliant 
the Keynesians here, Franco Modigliani, and had 
with him several talks. have been led modify 
somewhat the picture had mind, but have seen 
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that was substantially correct. When Modigliani had 
finished sketching the outline the Keynesian edifice 
must say that agreed that what seems 
the fundamental objection the Keynes system 
gave him pause for thought and made necessary 
for him review again his convictions. 

The fundamental objection this: Keynes has 
failed understand the part played the banks 
modern life, and this failure undermines the whole 
construction his logic. 

Let sum the substance conversations 
with Keynesian friend, for should like have 
your opinion the matter. 


Each person, says Keynes, may spend his money- 
income consumption goods, may save it; 
saves it, may invest may hoard it. 

Men are disposed, rule and the average, 
increase their consumption their income increases, 
but not much the increase their income. 
The ratio between the increase the consumption 
community and the increase its income the 


marginal propensity consume, less than 


unity. the aggregate income grows, savings grow 
actual figures and perhaps also proportionately. 
(The richer, moreover, have lower propensity 
consume than the poorer. The more unequal the 
distribution income, the wider the margin 
savings, which may may not invested.) 

new expenditure consumption goods increases 
aggregate income and employment; new individual 
savings increase both the one and the other only 
far they are invested. Those who save are 
induced lend only they obtain adequately 
high rate interest. Interest the price paid 
induce savers renounce holding liquid money. 
Now, who pays this interest? paid the firms, 
whose demand for loans and whose investments vary 
according the more less high marginal efficiency 
capital (or, Lerner corrects, investments, be- 
cause, according another «famous» remark, 
fund should not confused with flow). 

And here come the core the argument. 

the marginal efficiency capital falls, the total 
investment Effective demand (the sum 
outlays for consumption and those for investments) 
falls below the level ensuring full employment, and 
therefore the social income shrinks. Under these con- 
ditions, Keynes says, automatic mechanism assures 
the return full employment and raises again the 
income. The decline the rate interest, which 
according the classics might reestablish the ba- 
lance, does not really so. The fact that interest 
depends preference which, for va- 
rious reasons, increases, does not decline; and 
money cannot produced the individuals, the 
price money, the rate interest, increases, 
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Things, left themselves, may remain 
like this for long time. Nor, under these circum- 
stances, will the reduction money wages helpful, 
such reduction may lead further shrinkage 
effective demand. 

There but one way react: stimulate effective 
demand, that say the mass money flowing 
into consumption and investments, How? The mo- 
netary authority may immit new money, especially 
open market operations the additional money 
lowers the rate interest and thus encourages invest- 
ment. the monetary authority may directly reduce 
the rate interest. Besides, the government itself 
may raise its expenditures, financing public works 


** * 


This reasoning based the assumption that 
the volume money constant. This assumption, 
Keynes says, legitimate because, the case 
gold-standard currency, metallic money can pro- 
duced private enterprise gold-mining countries 
measure which, for the world whole, 
negligible; the case inconvertible managed 
currency, paper money can produced only 
the monetary authority, that say the central 
bank under public control, and not private enter- 
prise. Should the liquidity preference grow, and 
with the rate interest, the production money 
cannot increase, as, for instance, the output motor 
cars can increase their price rises. 

Here the fallacy. The production means 
payment, the modern economic process, did 
not and does not depend, substantially, the mines 
or, respectively, the monetary authority; 
did and does depend the banks (and among 
them there the central bank itself far 
does not operate under public control), which all 
emanate from private enterprise, that say from 
the firms. not true that the firms cannot pro- 
money: they can and produce it: not 
directly, but through the banks, which their turn 
are themselves firms. This means that the banks, 
continuously, create means payment behalf 
the non-banking firms (we not say that they 
create expression which has given rise 
many misunderstandings); and these means pay- 
ment have only very elastic connection with indivi- 
dual savings. Strictly speaking, the means payment 
created are not and not represent the savings 
anyone (regarded from the social standpoint, they 
may lead «forced» saving, much they 
bring about rise prices; they may hypothetically 
they prevent price fall). The commercial banks 
referring these obtain loan 100 mone- 
tary units from individual savers and have pay 
certain rate interest overcome let use 
this expression their liquidity preference but 


they make loans for 200, 300 units more; and 
obtain these loans the entrepreneur has not 
come any liquidity preference the banks, which 
indeed (subject certain ample limits taught 
perience and the circumstances the time) prefer 
illiquidity they are there just for this. 

Liquidity preference, which leading personage 
the Keynesian drama, only plays the part 
super the drama modern economic life; 
appears one scene only, says his lines and disap 
pears. 

Keynes’s arguments could hold good, all, 
economy with purely metallic currency, one 
which the circulation consisted bank-notes with 
full metallic cover, which the banks merely acted 
middlemen for private savings. But, two centuries 
ago least, such economy ceased exist. 


Keynesian friend reflects; and then says that 
objection might valid the case circulating 
capital, which financed bank loans; but not 
that fixed capital, which financed shares and 
debentures. These are purchased individual 
ors; and here are forced take into account their 
preferences and propensities. 

This line defense cannot hold. net distinction 
between the two sources financing, corresponding 
the two types capital, purely scholastic one. 
well known that firms often finance long-term 
investments with short-term bank loans, which they 
renew several times. Moreover, share and debenture 
issues are usually financed, least first stage, 
the banks, either directly loans made 
brokers. 

friend rebuts: but the last resort thos 
securites must purchased individual investors. 
But are justified supposing that these 
investors purchase those securities with means pay- 
ment which the period under consideration, brief 
though may be, have been created the banks 
and have come into their hands various ways. 
From this point view also, the assumption that 
the volume money constant would seem 
unfounded, or, rather, deceptive. Such assump 
tion creates bottle-necks, required passages, which 
reality not exist. 

short, what Keynes the conclusion his 
drama wants the banks (or the government) do, 
augment the volume money circulation, 
what the banks are normally doing. 
moment the banks find difficulty continuing 
so, if, against their will, they see their liquid reserves 
increasing, this does not depend ill-will their 
part, and still less the unwillingness the 
dual savers, loan money. depends the fact 
that the prospects profits decline, and are 
prospects losses; depends the fact that the 
marginal efficiency capital falls. Why does this 
fall? This still has explained: the 
wreckage the Keynesian edifice offers 


Does this mean that periods depression all 
monetary management should condemned? 
that all forms government intervention should 
banned? course not. only means that 
matter correct reasoning Keynes’s theory must 
discarded; let who will try build another. 
But aim correct reasoning, then cannot 
theory, even like his political 
conclusions. 

** * 


And here the discussion widens. Why did 
ideas become popular? 

the Middle Ages heretics used burnt, but 
our century they are applauded, Frank Knight 
says jokingly; and this explains the success achieved 
Keynes. Undoubtedly, his General Theory, Key- 
nes endeavours all means taken for heretic, 
and expresses his lively sympathy for heresies all 
kinds. 

Joseph Schumpeter attributes the popularity 
Keynes his ideology which considers sub- 
political ideology radical type. 

For part inclined accept this second 
point view: for one reason another the 
political conclusions Keynes, rather than his line 
argument, that please. 

many people, above all with us, Italy, de- 
dare themselves Keynesians, not because they 
approve (or know) the questions propen- 
sities», and the like, but because 
they see Keynes’s ideas the justification in- 
vestment policy The mere expression exercises today 
strong attraction; alone confers those who use 
ita really up-to-date tone. 

may ask: really need Keynes order 
justify such policy? Would not better, for 
those who advocate it, study closely the specific 
investments would advisable encourage, rather 
problematic multipliers 

But, one may object, give Keynes 
fall back the classical economists who believe 
«laisser This distortion. analysis 
that claims scientific neither for faire 
nor for any other type economic policy. many 
classical economists, after making their analyses, point 
out the expediency liberal economic policies, that 
something additional that has nothing with 
the analysis, The distortion consists believing that 
the acceptance rejection the additional conclusion 
implies the acceptance rejection the whole; that, 
short, political conclusions and economic analysis 
are one and the same thing. there any hope that 
may may become corpus scientific 
doctrines, or, let say more simply, reasonings 
intended interpret economic life and make 
comprehensible, then must have the courage 

ourselves political sophistry. not ques- 
renouncing our political ideal preferences 


impossible but being honest with 
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ourselves and always watchful see accept 
given line argument because the political conclu- 
sions please us, because must really consider 
certain argument for political reasons, should say 
clearly, and not play the ignoble comedy science. 


They say: Keynes belongs the credit having 
stimulated the study macroeconomics the study 
the relations existing between global quantities, 
between aggregates such the national income, 
investments, and savings; and having suggested 
new conceptual instruments, foremost among which 
the propensity consume 

But, when want see deeply into things, the 
movements these global quantities, these big 
boxes can tell very little; they often muddle things 
instead clarifying them. This mode consider- 
ing economic problems (here called the aggrega- 
tive approach found again those studies 
dynamic macroeconomics which the so-called 
schemata» models» are conspicuous 
examples. claimed that through these models 
describing, they do, the imaginary actions and 
reactions certain number big boxes (actions 
and reactions duly separeted lags the business 
cycle can explained. the economic meeting 
held Cleveland, Haberler wittily remarked that 
now-a-days, with these every sophomore 
able produce any kind cycle. Give him 
couple lags and initial conditions and will 
construct systems which display regular, damped 
explosive oscillations, exponential movements 
down, desired. However, the more models 
have, the less seem know the real business 
cycle 

connected with notion already known: the 
income elasticity demand. The novelty consists 
applying this notion (which, like the price elasti- 
city demand, has definite meaning when referred 
individual goods) huge box: the total expendi- 
ture the community consumption goods. Should 
pleased with such novelty? fear not. The 
new notion one which apparently simplifies the 
reasonings but reality reduces them empty 
exercises. convince oneself this, one need only 
examine the results the statistical studies dealing 
with it: each the periods studied shows different 
retical uniformity uniformities appear mere 
illusions. 

Enquiries into cyclical movements based the 
propensity consume or, now commonly said, 
function which were fashionable 
during and immediately after the last war, are now 
discredited even this country, especially after the 
failure the forecasts which several Keynesians 
expressed extrapolating «disposable incomes 


his 
en 
act 
ced 
the 
the 


tastrophic depression that should have followed close 
the war. 

The propensity consume had already given 
rise another monstrum which seems now 
developing: the propensity But this 
will not even speak you. 

They say: Keynes has the merit having drawn 
attention economic disequilibria, that the classics 
concerned above all with the long run, practically 
ignored. 

may admit that the chapters devoted the 
classical economists the market the 
abuses credit», or, some, the tendency 
the rate profit fall (with all the consequences 
and the reactions connected therewith) are not very 
satisfactory. But what about the work Sismondi, 
Clément Juglar, not beyond the nineteenth 
century? And how about the work Marx himself? 
But, true, the two first are not classics and are 
moreover scholars who wrote French; would 
seem that such scholars Keynes only knew Monte- 
squieu praise him, and Say criticise him. 
Marx, would seem that Keynes had not great 
opinion him; once mentions him heretic 
not neglected; and another time ventures 
daring prophecy: believe that the future will learn 
more from the spirit Gesell than from that 
Marx One may bitterly critical Marx; but 
rank him below good man, monetary 
reformer perhaps less perspicacious than our Trucco) 
seems going really little too far. Such 
judgment should suffice define the man who 
expressed it. (Gottfried von Haberler, with whom 
was talking these matters, remarked smilingly that 
the Keynesians have always prudently ignored this 
judgment Keynes Marx and his weakness for 
Gesell.) 

They say: Keynes deserves credit for breaking the 
spell classic orthodoxy, and renewing economics. 
that opinion refers economics and not politics, 
and refers specifically the problems business 
depression, the answer that given above: the merit 
may ascribed him those unacquainted with 
the works written the last century and our own 
depressions. refers politics, then economics 
not concerned. 


* * * 


But here, the subject, should like 
say few words you the political side Key- 
nesianism. 

Whether like not, process economic 
unification taking place our day. process 
that seems leading towards economically 
unified society, towards socialistic economy. This 
(rightly Schumpeter says) becoming wide-spread 
conviction, although not openly expressed, even among 
conservatives. Keynesianism perhaps the form 
which this tendency finds expression large section 
the academic world. 
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The growing power the labour organisations 
makes more and more difficult for private enter. 
prise function. Should things like this, the 
transformation the economic system into one 
different kind (which may described social. 
istic») would seem inevitable. would 
interesting enquire how that this simple truth 
not generally understood recognised. The ex. 
planation may perhaps this: that the Marxists, 
capsulated the theory the progressive impoverish- 
ment the working classes, could not recognise 
least could not attribute due importance the 
growing power (both economic and political) the 
workers’ organisations, And was difficult for the 
orthodox economists admit it; any case they 
preferred lecture the working classes the need 
allowing the system work. Then came Keynes, 
who gave jure recognition the power the 
labour organisations. not expedient reduce 
wages during depressions, said; and even 
were expedient, added with involuntary irony, 
would not possible. Full employment not 
sured the automatic working the economic 
system; must assured the government; and 
if, so, should necessary tax the higher 
bracket incomes, much the better: there that 
the danger hoarded savings greatest. Such, 
substance, Keynes’s message. But may well 
rather the formulation, more less rational terms, 
reality that was imposing itself and would 
any case have forced itself the attention all. 
may ask whether Keynes’s message has helped 
clarify people’s ideas, has not rather helped 
muddle them. (But, let say our credit, 
least with us, Italy, the vis confusionaria Key- 
nes has been denounced time scholars who 
knew something about economics.) 


** * 


The left wing Keynesians try make the impos 
sible match between Marx and Keynes. 

Those the right wing see the message 
Keynes means for saving the tottering capitalistic 
system. Some not admit this; others, like the 
parable Seymour Harris, openly say so. Yet others, 
with naive Machiavelism, far say: Well, 
maybe the Keynesian theory not altogether 
tory; but better Keynes than Marx; better government 
interventions Keynes than leaps the dark». 
These artful ones also perhaps indeed they 
than others without realising and without wish- 
ing it, contribute (in far they count for any 
thing) the transformation the economic system 
founded private enterprise into different system, 
different society, whose character can now 
only make very uncertain 


(August 1949). 


People’s Dwelling Houses Italy 


ALESSANDRO SCHIAVI 


One the greatest misfortunes brought the 
Italian people the war has been the destruction 
great number dwelling houses. This combined 
with building standstill lasting more than ten 
years and with the growth population still com- 
millions the cities and smaller towns live 
conditions extreme physical and moral discom- 
fort, especially harmful the new generation which 
growing amidst pernicious surroundings over- 
crowding and promiscuous lodgings (1). 

Yet while offers capital come from all sides for 
repairing, rebuilding and modernising our industrial 
plants and equipment, provision made 
like scale for the reconstruction dwellings. There 
are two reasons for this: 


(a) houses are said consumption and not 
instrumental goods; 

(b) the present generation owing the high 
cost living not able spare sufficient capital 
meet the cost rebuilding the houses which repre- 
sented the work and savings many past 


the first point however should noted 
that for the workman the employee houses are 
less instrumental goods than tools machinery; 
obvious that healthy and convenient dwelling 
factor increasing labor efficiency and mobility. 

Moreover, country with high birth rate and 
low standard living, both causes social unrest 
and political instability, good housing conditions 
can have favorable reactions two directions: 

(a) the desire preserve comfortable and ade- 
quate dwelling may act check unlimited 


prolification, and strengthen the feeling responsibility 
for the children; 


improvement living conditions, and therefore 
help allay impatience and redirect efforts secure 
Progressively rising standards living along paths 
other than those impulsive acts collective violence. 


This means that action taken promote the pro- 
vision cheap houses affords valid protection against 
the fallacious attractions totalitarian regimes, and 
would consolidate the Italian democratic 


See The Housing Problem Italy, 
this review, No, October 1948, 441 


the second point evident that just 
good father who has had misfortunes seeks loan 
enable him educate his sons, loan which 
future years those sons will repay, reconstruct 
homes for the people recourse must had capital 
available Italy and outside Italy the form 
long-term loans which the new generation will pay 
off instalments the years come. 

should also borne mind that the low 
incomes the working classes make difficult for 
them save enough buy home, and the 
system best suited meet their needs that 
houses let rents that should represent not the pre- 
war per cent their income, but not more 
than per cent. 

Hence the capital invested new people’s dwellings 
should loaned low rate interest, else 
the charges for interest and redemption should met 
part the community through adequate grants 
from the Treasury. 

Moreover, there reason why, within the 
limits marked the savings capacity the several 
groups the working population, more especially 
urban and industrial centres, recourse should not 
had the hire-purchase system under which the 
tenant gradually becomes the owner his home, 
provided the total annual charge does not exceed that 
quota the family budget available for such purposes. 

With this premise, are faced two 
problems: who position build the new 
homes for the people? And what device can the 
necessary guarantees given those who loan the 
requisite capital? 

For the past years the Autonomous Provincial 


for People’s Houses Autonomi Pro- 


vinciali per Case Popolari) have done valuable work 
this field, comparing favourably with the activity 
private enterprise and with that Government 
semi-official bodies and cooperative societies. 

When they were set law 1903, the Mini- 
ster who introduced the Bill, Luigi Luzzatti, avoid 
misunderstandings which might have led the belief 
that the proposal was the nature demagogic 
speculation, said Parliament: 

When talk people’s houses, the question 
asked: Who are the People? Who are those for 
whom you will build? wish give very clear 
answer this question. say peoples’s dwell- 


y- 
». 
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ings and not workmen’s dwellings because the 
people for are the proletarians who live low 
wages, dark cellars that should rebuilt pulled 
down. But also mean people the independent 
craftsman who only little better off that those 
unhappy fellow-workers his. people mean 
also the small crop-sharer, the 
farmer, the little employee the public administra- 
tions. People” for are the brain-workers who 
often work much harder than those who live 
manual labor, begin with the school-master, going 
the ill-paid teacher the high schools and 
the higher grades educators, the term includes the 
journalists and the many intellectuals whose sufferings 

The purpose these institutes substantially that 
supplementing the undertakings private enter- 
prise the help the State, for private capital 
very reluctant invest undertakings for building 
decent houses for the workers because the small 
return that can obtained. 

One these Institutes now exists each the 
chief towns the provinces, and almost all 
them have begun extend their building activities 
some the smaller country towns the areas 
assigned them law. 

These Provincial Institutes are public law corpora- 
tions subiect inspection the Ministry Public 
Works. The technical side their work supervised 
the decentralised offices that Department, and 


they are administered Boards which, subject the 
observance some fundamental rules, can freely 
stipulate valid and binding agreements. 

the interval between the two World Wars, 
these Institutes had, until 1940, helped build some 
400,000 rooms, being all the new housing 


accomodation provided those years. The 8,000 
buildings, lodging more than 600,000 persons, now 
have capital value nearly 150 milliard lire; they 
house more than the population the country 
and have afforded proof their ability the construc- 
tion and management their property, thus fully 
meeting needs the work assigned them and the 
expectations their founders. 

was these Institutes that 1917 built, the 
suburbs Milan, the first garden cities which two 
generations have now grown under good 
physical and moral conditions. they also that 
have supplied villages and groups buildings with 
such collective services rooms for nursing mothers, 
children gardens, libraries, meeting 
rooms, laundries, bath-houses, etc., all things which 
longer possible provide and which, for the 
time being, are but dreams realised when 
available capital 

soon was again possible, after this last 
war, start building, these Institutes, meeting 
the costs out Treasury grants and the other 
with loans which the Government pays part 
the interest have made use their thoroughly 


competent technical and administrative organisation 


play their part carrying out the program 
repairing houses made uninhabitable war 
rebuilding houses destroyed war and erecting new 
houses for the under-privileged classes. 

above stated, these Institutes have far 
cialised almost exclusively houses let 
This partly due the fact that they are entitled 
loans from the Cassa Depositi Prestiti, 
ment institution which requires, addition the 
guaranty furnished the Communes, that the 
ings should the inalienable and indivisible property 
the Institutes themselves. also due the fact 
that the persons desirous becoming the owners 
their homes are unwilling accept excessively 
long period for the redemption the loan during 
which unforeseeable family vicissitudes might make 
impossible for them honor their engagements, 
and they also deprecate too short term for the 
redemption the loan which unless the charges 
are very low would place them too heavy 
burden. 

under the Fanfani plan whose purpose 
provide, with contributions paid the workers, 
the employers and the State, new dwellings for the 
families which are lowest income groups, half 
which will owned and half rented the occupiers, 
the Provincial Institutes have been authorised assign 
portion the apartments they build hire 
purchase system. 

has been calculated that while, shown the 
census, some million new rooms were then 
needed all Italian families were lodged under 
reasonably hygienic conditions (1.5 persons per room), 
today, restore the very bad housing conditions 
existing 1931, least one million rooms would 
have buit each year for period years 
present cost some milliard lire per annum. 

this sum the Provincial Institutes would receive 
share some milliard lire each year, correspond- 
ing their pre-war activity which above stated, 
accounted for 7.27 total building. 

For the reasons above stated, and will very 
difficult for the Institutes obtain this 
amount capital from Italian savings which 
mulate slowly and are needed for other less 
ant investments, and even could obtained, the 
terms would too onerous (2). 

For this reason the National Association the 
Autonomous Provincial Institutes for People’ Houses 
feels confident that its desire obtain foreign 
for investment the said Institutes will favourably 
received. For such loans all the guarantees which 
are rightly required would afforded the Mortgage 
Credit Sections Banks and Savings Banks. 


(2) The Provincial Institutes with loans enjoying 
government contribution interest costs, succeed building 
apartments provided with shower-bath, W.C., running 
supply, electric light, and store room, which they let 
1,200 1,500 lire per room-month. corresponds 
American 


People’s Dwelling 


illustrate the system, this how the Autono- 
mous Section for Mortgage Credit the Banca Na- 
zionale del Lavoro (3) established under Decree 
Law December 1923, No. 2688, works: 

The loans are guaranteed first mortgages for 
amounts not exceeding half the actual cost 
the appraised value the building which the 
mortgage taken. This value may exceeded 
the case loans which enjoy State Provincial 
Communal contributions towards the payment in- 
terest rates. 

The loans are made cash the issue 
bonds (which the Section may issue for amount 
equal and eventually times its endowment 
fund and reserves, reckoned their nominal value), 
and they are reimbused fixed half-yearly payments 
inclusive quota the capital and accrued 
interest, and quota for the repayment Treasury 
dues and commission, 

Loans made for building and converting houses 
for the people and inexpensive houses may paid 
instalments based the work executed, ascer- 
tained regular statements the progress made. 

Outstanding bonds are redeemed drawing their 
numbers lot every half year. 

should noted that during and immediately 


(3) This Section independent corporate body whose 
capital and management are separate from those the Bank, 
and placed under the supervision the Bank Italy. 
engaged land credit operations making mortgage loans 
used for building and for purchasing houses for the people 
and inexpensive houses conformity with the existing laws 
regulating this .It works with endowment fund 
210 million lire, which were supplied the Treasury 
its quota participation, and 200 million the subscription 
the participants divided shares the nominal value 
Lire 100,000 each, which cannot alienated without the 
consent the Board Directors. Executive Committee 
seven members, whom appointed the Board 
Directors the Bank and the Ministries the Treasury 
and Industry and Commerce, acts all the loan operations 
and related business, 
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after the war the Institutes for People’s Houses 
result blocked rents and heavier expenses for staff, 
wages and salaries, closed their balance-sheets with 
deficit, and had suspend the payment the half- 
yearly amortization instalments result 
this the Section December 31, 1947, had arrears 
half yearly instalments amounting Lire 20,195,960, 
being equal 1.79 the oustanding loans. Howe- 
ver, 1949 this figure declined 10,925,843, 
0.91 and January 1949 had further fallen 
1,500,000. may therefore confident that 
all the items forming the total arrears will surely 
recovered. 

This due the fact that the Institutes for 
People’s Houses thanks the higher rents arranged 
with the tenants, marginal profits obtained the 
repair building works, and further loans autho- 
rised cover deficits, are rebalancing their budgets 
and recovering that financial solidity which has 
enabled them during the past half century 
all their obligations investors. 

Should foreign investors willing, either directly 
through the medium financial Institutions, 
place their savings with the Mortgage Credit Sections 
for the National Association the Provincial Institu- 
tes for People’s Houses, used finance their 
buildings operations, they would make conspicuous 
contribution the solution the Italian housing 
problem, less importance than that made 
the ERP agricultural and industrial 
such case there would seem doubt that the 
Italian Government would complete the provisions 
contained the Decree Law March 1948, 
No. 211, foreign investments Italy and the 
retransfer the foreign exchange and related interest 
and would guarantee foreign lenders the 
right retransfer abroad the valuta the same rate 
exchange current Italy the time the investment 
was made, protect them against possible loss 
arising from the difference between the 
rates current the two different dates. 
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STATISTICAL 


ITALIAN BUDGET SUMMARY ASSESSMENTS AND OBLIGATIONS (a) 
(in milliards lire) Table 


Financial year Current revenue Move- Current expenditure 


Move- 

beginning July Non Total and Total 

recur- Total expen- 


capital 
diture 


capital 


1938-39 

1945-46 

1946-47 

1947-48 | 


Source: Conto riassuntivo del 


ITALIAN BUDGET SUMMARY FINANCING CASH DEFICIT 
lire) 


Table 


Financing cash deficit: 
Advances the Bank Italy 12,325 22,878 107,509 2,884 
Cassa DD.PP. 


Banking Institutions 1,566 20,726 39,449 


Interest bearing Current 
Accounts 


Floating debt Total 146,308 105,036 418,232 443,674 
Other Treasury Debits and Credits 55,381 88,880 67,773 


(a) The so-cailed competenza 

(b) The so-called bilancio cassa 

(c) For more than with Cassa Depositi Prestiti DD.PP.) which collects the deposits the Postal 
Saving Banks, 

(d) Debits and credits with government agencies and other public bodies. 

Source: Conto riassuntivo del Tesoro. 


ITALIAN INTERNAL NATIONAL DEBT 


(in milliards lire Index Numbers, 100) 


Consolidated Reedemable Floating Total internal 
and others Interest] Advan- national debt 
the 
ac- Bank Amount 
counts Italy 


September 392 
October 392 
November 392 2,235,7 


Source: Conto riassuntivo del Tesoro, 
(*) See explanatory notes No, October 1947 (p. 197) and No, January-March 1949 (p. 70). 


End 
period 
100 206 420 157 331 1,936 7.3 847.3 635 
100 278 567 239 146 343 728 2,426 7.3 1,066.3 799 
429 875 279 175 366 820 2,733 6.6 1,308.6 980 
100 429 875 279 175 366 820 2,733 6.6 1,308.6 
1949 March 392 800 720 371 470 1,561 5,203 8.3 2,014.3 1,509 
June 100 392 800 744 479 470 1,693 5,643 8.4 2,146.4 
» 1,617 
» 3,675 
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CREDITS 


ITALY BUSINESS BRANCHES 


lire) 


Table 


December 31, 1938 December 31, 1947 December 31, 1948 


Business Branches 


Amount Index 


specialised activities) 5,163 14.74 36,393 45,975 4.36 8.90 
Banks, exchanges, financial Co. 9.58 38,913 5.31 55,856 5.29 16.62 
financial activities 12,700 36.25 173,137 16.41 13.63 
Land and air inland navi- 
gation 1,00 12,603 1.73 14,721 1.40 41.94 
Telephones, telegraphs 0.35 2,350 0.32 1,481 0.14 16.82 
Sea tramsports 108 0.31 6,917 0.94 9,197 0.87 85.15 
Electric 270 0.77 9,203 1.23 7,867 0.75 29.24 
Gas... 0.03 1,861 0.25 699 0.07 58.25 
Water supply 406 0.06 241 0.02 
11. Public entertainments 0.23 2,477 0.35 4,386 0.46 61.84 
12. Hotels and nursing homes 207 0.59 2,446 0.33 3,736 18.04 
Buildings and public works 2,356 6.73 37,051 5.05 46,144 4.37 19.58 
Urban real estate Co, and house 
Land- reclamation 593 1.69 4,014 0.59 5,088 0.48 8.58 
Total public works and services 5,393 15.31 88,537 108,017 20.14 
14. Agriculture 
Agricultural real Co, 161 0.46 6,110 0.84 17,413 1.75 114.36 
15. Crude materials trade and agricul- 
16. Cereals: 
Thrashing, conservation, grain trade 3.17 64,913 8.86 88,471 8.39 79.63 
Milling and edible paste. 1.83 4,607 0.64 19,878 1.88 31.05 
Other cereals, dry legumes 0.49 1.42 15,931 92.08 
17. Biscuits, sweetmeats, chocolate 0.52 5,181 69.08 
18. Wine and liqueurs 1.55 22,447 3.07 30,250 2.87 55.70 
19. Beer, ice 0.20 1,516 0.03 1,897 0.18 27.49 
20. Vegetable oils 277 11,382 1.56 24,322 87.80 
21. Fresh-fruits and vegetables: 
Other fruits and fresh 162 0.46 6,222 0.86 10,426 64.35 
22. Vegetable food preserves 120 0.34 6,736 0.93 8,064 0.76 67.70 
118 5,560 0.76 7,984 0.76 67.66 
culture 106 0.30 4,874 0.66 6,317 0.60 
30. trade foodstuffs 
Other food products 230 0.66 6,234 0.85 8,175 35.54 
Wood and allied products: 
Forest concerns, trade and 
405 1.16 13,070 1.78 17,252 1.64 42.59 
Furniture 105 0.30 0.47 5,438 51.79 
32. Sulphur 0.07 289 0.04 346 0.03 13.30 


BANK CREDITS 


Business Branches 


Brought forward 


Lime, cement, bricks and pro- 


duts 


Glass 

Ceramics 

Mineral oils 

Coal trade 

Iron 
Non ferrous 


Ship-yard 

Vehicles, motors, arms 

Other machinery and non 
materials 

Electric machinery and 


Chemical: 


Fertilizers and anticryptogams 

sives 

fumes 


Paper and printing: 


Paper, card-board, stationary 
Printing, publishing and allied ac- 
tivities 


Hides and skins: 


Shoemaking 


Manufacture and spinning syn- 

Silk and raion weaving 


Cotton 

Hemp, flax and allied 

Textile and clothing 

Hosiery and hosiery mills 

Hat-making 

Retail trade non alimentary pro- 


ducts 

Fabrics, articles clothing, per- 
fumes and medicinals 

ducts 


Commercial activities and sundry ser- 


vices, specialised commercial 
auxiliary 


Total non alimentary industries and 
commerce 


Grand Total. 


Source: Bollettino the Bank Italy, 


Banca Nazionale del Lavoro 


ITALY BUSINESS BRANCHES 


Amount 


14,078 
2,975 
1,480 


1,764 


733,444 


100,00 


3,289 


15,285 


December 


0.31 


0.29 


1.45 


—— 


37.52 42.77 


; 248 
i / o/ ex 
| | 
436 1.24 11,608 1.54 14,656 1.39 
179 0.52 9,946 1.35 68.63 
194 0.56 7,586 0.72 39.10 
374 1.07 8,090 15,130 1.43 
455 1.30 16,171 2.20 28,895 2.74 63.50 
172 0.49 1.06 13,132 1.24 76.34 
| 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY Table 
(Index, 1938=100) 


| 

September 869.7 3,865 5,767 4,910 1,333 936 3,600 


(a) End year Includes: Bank Italy notes, Treasury notes, and A-M-lire; Bollettino the Bank Italy; 
(c) Mensile and Bollettino dei Prezzi issued the Centra! Institute Statistics; Business Statistics Centre Florence. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES Table 
Government Securities Share 
Bonds Treasury (quoted the Milan 
Consolidated Reedemable Bills Stock Exchange) 
100.0 5.40 100.0 5.37 100.0 5.07 5.17 
1947 94.4 5.72 96.1 5.59 73.7 6.88 86.5 6.16 2,235.8 0.48 
1949 March 5.16 89.8 5.98 99.0 95.2 5.60 1,809.5 2.56 
September 107.4 94.9 5.66 100.2 5.06 98.9 5.36 1,598.5 


Source: Bollettino the Bank Italy. 


WHOLESALE PRICES GROUPS COMMODITIES 
(Index, 


Foodstuffs Hides, 


~ 


materials, 


Source: Bollettino dei Prezzi the Central Institute Statistics. 


Table 


Banca Nazionale del Lavoro 


WAGES AND SALARIES ITALY 
(Inclusive family allowances) 
(Index, 1938= 100) 
1948 1949 
Dec. March June (c)| Sept. 


Ordinary workers and semi- -skilled labourers 5,630 5,649 5,669 


Government Civil Employees: 


(a) Administrative and executive grade. 

(b) Clerical 

(c) The net remunerations have been reduced since April 1949 consequence the special deduction made for financing 
the Fanfani Plan for housing reconstruction (Act No, 28-2-1949). 


Source: Bollettino dei Prezzi the Central Institute Statistics. 


NATIONAL INDEX LIVING COST Table 


Year month All Items Foodstuffs Housing Miscellaneous 
| 


343 4,387 


1948 March 4,919 6,206 2,404 
September. 4,910 6,162 2,087 
4,917 6,149 3,069 399 4,387 


363 
377 4,318 


| 
1947 December 4,929 6,196 2,393 269 4,359 


1949 4,980 6,194 3,058 520 4,500 
4,990 6,192 3,185 532 
September 4,886 6,004 3,436 
4,790 5,850 573 4,446 


Source: Bollettino de: Prezzi the Central Institute Statistics. 


UNEMPLOYMENT ITALY 


Employed Young people 


persons and | Housewives under 21 or ex- Unemployed 
End period pensioners seeking servicemen formerly 


seeking other seeking employed which women 


Total 


jobs first 


82,501 210,305 344,474 1,293,156 1,930,436 656,841 
December 87,386 211,671 363,785 1,498,429 679,502 
June 83,637 180,406 353,287 1,198,438 600,483 
July 81,118 175,656 349,990 1,180,557 591,575 


1948 17,781 193,810 306,171 1,175,425 1,752, 609,205 


Source: Ministry 


250 
Table 
Oct. Nov. 
i 
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ITALIAN INDUSTRIAL PRODUCTION INDEX (a) 


(monthy average 1938=100) Table 


Manufactures 
Total Paper and metallic 
micals lurgy 
June 114 105 106 102 103 116 118 160 120 104 159 
November 104 100 170 108 131 


(a) give this Table the Italian production index with base 1938=100 calculated the Central Institute 
Statistics and published for the first time the April 1949 issue the Monthly Bulletin Statistics. These data are 
considered merely indicative; see also the article Index Numbers Industrial Production and Capitalisation 
Italy, issue No. this Review, 118 seq. 


Source: Bollettino Mensile Statistica. 


ITALY’S IMPORTS AND EXPORTS, 1948 AND 1949 
(millions dollars) Table 


Surplus (+) Surplus (+) 


August 123.6 90.9 32.7 122.8 25-4 
Total 


Source: Statistica del Commercio con 


Imports Exports 


